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1I. Do Wage Incentives Have a Place in the Office?
Alexander Smith said in "On the Importance of a
Man to Himself,"
In the wide arena of the world, failure
and success are not accidents as we so
frequently suppose, hut the strictest
justice. If you do your fair day's
work, you are certain to get your fair
day's wage - in praise or pudding, which-
ever happens to suit your taste.
Now it is perfectly true that we all like a little praise;
it's a great morale booster. The "pudding," however, is
what most of us are after in the long run. Farmers, min-
ers, industrial workers, building mechanics, and office
workers, all are striving for their place in the financial
sun. Most of these groups, either through strong unions
or potent political blocs, have been able to better their
positions. Let us consider whether the last named group,
the office worker, has
.
The Growing Importance of Office Work
In this country of ours is a fast growing seg-
ment of the economy oftentime overlooked, too often de-
rided. This segment is known as the "white-collar" group,
the largest part of which is office workers. Recent dec-
ades have seen phenomenal growth on the part of this group.
The impetus of industry, the stimulus of war, and the
greater role of government have expanded the country's
need for record keeping and correspondence work. The war
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Monthly Labor Revlev (August, 19^7), p. 1^6
2years witnessed a rapid increase in the number of clerical
workers; the peace has seen the group maintain its strength.
Recent developments give every indication that the "white-
collar" group will continue to gain in Importance.
.
The table below and the graph facing this page
Indicate the number and percent distribution of clerical
workers in relation to the total number of employed work-
ers in the United States. In 1940 the number of clerical
Table 1.—Employed workers classified by major occupation group and by sex, April 1940, 1946, and 1947 '
Figure 1
Major occupation group
Total Males Females
1940* 1945 1947 1940* 1945 1947 1940* 1945 1947
I'otal employed.
Xumber (in thousands)
40. 100 53,'650 56,700 34, 180 34.340 40.900 11.920 19. 310 13 800
Profes.si(>nal and semiprofesslonal workers
.
Proprietors, managers, officials (except farm)
Farmers, farm managers, foremen, and laborers
Clerical workers
Sales workers
Craftsmen, foremen, and kindred workers
Operatives and kindred workers
Domestic service workers
..
Service workers, except domestic workers
Laborers, except farm
Total employed
Professional and semi professional workers
Proprietors, managers, officials (except farm)
Farmers, farm managers, foremen, and laborers
Clerical workers
Sales workers
Craftsmen, foremen, and kindred workers
Operatives and kindred workers
Domestic service workers
Service workers, except domestic workers
Laborers, except farm
3,400
3.840
8.010
4.810
2.980
& ISO
8,S20
2.240
3.370
3. 120
3.250
4,590
8,020
0 970
2,600
0,820
12,050
1,780
4. 140
2, no
3800
3760
7,720
7.050
3 310
7,530
13 170
1,830
4.060
3 410
1,890
3 390
7,920
3280
3 150
3040
3330
140
3020
3020
L740
3,790
3690
3070
1.220
3 520
7,440
110
3 160
3600
3320
4.980
3 810
3920
1,990
7. 370
3750
140
3290
3330
L570
450
690
3530
830
110
3 190
3 100
L350
100
L510
800
1.930
4. 900
1,440
300
4.010
1,670
1,980
170
1,540
780
910
3130
L320
160
3 420
1,690
1,770
80
Percentage distribution
100.0 100 0 100.0 100.0 100.0 100.0 100.0! 100 0 103 0
7.8
8.3
18.0
10.4
0.5
1L2
18.6
4.9
7.3
0.8
0.
1
8.0
16.0
13 0
5.0
13 7
234
33
7.7
32
6.8
13 2
13 6
13 4
38
13 3
21.5
32
7.2
0.0
35
9.9
23.3
6.7
33
14.7
13 5
.4
39
8.8
3 1
11.0
19.6
30
35
19.0
21.7
.3
0.3
7.0
3 7
12.2
13 7
7.1
4.9
18.0
21.4
.3
5.6
3 1
13 3
38
37
21.2
7.0
.9
18 4
17.6
ILI
.8
7.8
A 1
13 0
234
7.5
1.5
239
30
13 3
.9
37
A9
38
231
34
LO
21.7
13 7
11.2
.5
E!itUnau>s of employnient by occupation for April 1940 and April 194S
were adjusted to be consistent with revised Census totals of attricultural and
nonaitrioultural employment.
Estimates subsequent to 1940 are subject to sampllnR variation wblefa may
be large In cases where the quantities shown are relatively smaU.
' Approximately 400,000 employed workers whose occupations were not
reportM were apportioned according to the distribution of thoas whose occu-
pations were reported.
Souecs: United Statee Bureau of the Census and Bureau of Labor Sta-
tistics.
Monthly Labor Review
.
(August, 1947), p. 140
1. Wool, Harold, and Lester M. Pearlman, "Recent Occupa-
tional Trends," Monthly Labor Review
.
United
States Demrtment of Labor, Bureau of Labor Sta-
tistics, (August, 1947 ), p.l47
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3workers was 4,810,000 or 10.4 per cent of the 46,100,000
gainfully employed workers in the nation. Clerical work-
ers jumped to I3.O per cent with 6,970,000 employed In
1945 out of a total of 53^650,000 workers. The year 194?
saw 7,050,000 clerical workers representing 12.4 per cent
1
of the total working population of 56,700,000. Analy-
sis of these figures indicates that while the over all
Increase in the total number of all workers employed in
1947 was 23 per cent over 1940; clerical workers increased
their numbers 47 per cent. One out of eleven was a cleri-
cal worker in 1940; 1947 sew this ratio decrease to one
out of eight.
The Cost of Office Work
How much does it cost us to bill our customers?
What is our outlay for accoimting? How much do we spend
for correspondence? These are all questions that are be-
ing asked more and more frequently by cost conscious exec-
utives who are looking for ways and means of trimming sail
in the face of swirling costs.
An indication of clerical costs is afforded by
the Prudential Life Insurance Company which recently esti-
mated that it cost them an average of 80 cents to produce
1. Wool, Harold, and Lester M. Pearlman, "Recent Occupa-
tional Trends," Monthly Labor Review , United
States Department of Labor, Bureau of Labor Sta-
tistics, (August, 1947), P« 147
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4a letter. This estimate Is the result of careful analysis
on the part of their Cost Allocation Division. Even
though this figure may seem amazingly high, they point out
that It would be still higher (90 cents per letter) If
stenographic transcription were used rather than their
method of phonographic transcription In a centralized de-
1
partment
.
Reflection on this figure and extension of It to
the total annual number of business letters a year dramat-
ically Illustrates the terrific cost of this one phase of
office work alone. In peak years, 17 billion pieces of
first-class mall are carried by the Post Office Department,
If 4 billion of these are business letters at an average
cost of 80 cents apiece, $3,200,000 Is expended annually
2
for business correspondence.
Vage Comparison between Office and Industrial Workers
Wage data for office workers on a national scale
Is skimpy. Requests for this Information from the Bureau
of Labor Statistics were practically non-existent a few
years agoj recent years have seen more Interest on the
3
part of employers and unions alike. The Bureau com-
1. Thiele, John E., "Office Week Form," Office Ma^ge-
ment and Equipment (November, 19^7 j , p. 40-41
2. Ibid., pT^+O'^
3. Interview with Mr. Charles Rubens teln. Wage Analyst,
United States Department of Labor, New England
Regional Office 1, Bureau of Labor Statistics,
October 29, 194?
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5pleted a wage analysis in January 1947 of "Weekly Earn-
ings for Selected Occupations" of four life insurance
company home offices in Boston, Massachusetts. The study
1
covered 33 job types and 3,029 workers. A similar
study was conducted in New York City by a private organ-
ization. One hundred companies were Included in the study,
and data was collected on 25 job types covering 16,428
2
employees
.
The Bureau’s Boston study revealed the highest
pay received (excluding the supervisory position of Sec-
tion Head) was $54.25 for men underwriters and $45.33 for
women loan and surrender approvers. The lowest pay was
$29.68 for office boys and $26.03 for office girls. The
average pay was $42.13 for men and $34.91 for women. The
survey by the New York Chapter of the National Office Man-
agement Association indicated that the highest pay was re-
ceived by male payroll clerks and secretaries, and female
secretaries. The lowest pays were received by male and
female messengers. The average weekly earnings were $41,44
for men and $38.12 for women.
A comparison with the wages received by indus-
trial workers and building mechanics indicates a marked
1. Weekly Earnings for Selected Occupations . Life Insur-
ance Home Offices, Boston, Mass . . United States
Department of Labor, Bureau of Labor Statistics,
Division of Wage Analysis, (January 194?)
2. Office Salary Rat^es - 1947 . Office Executives Associa-
tion of New York, Inc., New York Chapter of
National Office Management Association
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6difference in earnings from those received by office work-
ers. Minimum wage rates agreed upon through collective
bargaining between employers and trade unions in January,
19^7 in Boston, Massachusetts called for payment for a
forty hour week of $79.80 to brick-layers, $70.00 to car-
penters, $80.00 to plasterers and $50.00 to laborers.
Bricklayers, carpenters and plasterers in New York City
received $100.00 per forty hour week, and laborers re-
1
celved $50.00. A survey of 13 manufacturers of women’s
apparel employing 335 women out of a total working force
of 384 workers, showed average earnings for a forty hour
week to be $45.60 for all workers, $49*20 for men and
$45.20 for women. The survey revealed that 69 per cent
2
of all the plant workers were paid on an incentive basis.
The Employees * Need for Incentives
Although part of the wage differential between
industrial and office workers can be attributed to a great
many factors, it must be admitted that the correlation
that exists between wages and productivity in industry con-
1. Union Wage Scales for Selected Building Trades in 75
Cities January 15 . 1^47 . United States Depart-
ment of Labor, Bureau of Labor Statistics, Wage
Analysis Branch, January 29, 1947
2. Women's and Misses * Blouses and Waists
.
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.
United States Department of Labor, Bureau of
Labor Statistics, Division of Wage Analysis,
January 1947
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7tributes greatly also. The widespread use of wage Incen-
tives affords the industrial worker an opportunity to in-
crease earnings by increasing production.
There is no doubt that the use of wage incentives
declined somewhat during the seven year period preceding
the war. However, the number of companies still using
them is evidence of their utility. A nationwide survey of
personnel policy in 1939 which covered 2,700 companies in
all types of business and employing nearly 5 million peo-
ple, indicated that 51 *7 per cent of the companies used
1
wage incentive plans of some kind.
This opportunity of increasing earnings by in-
creasing production is denied the majority of office work-
ers. Any Increases of effort on the part of workers not
on an incentive basis accrue solely to the benefit of the
employer, the worker having no share in the consequent In-
2
crease in production. Most office workers then have no
inducement to exert themselves; workers' interest in their
work lags, and employers pay extravagantly for their prod-
ucts. Wage Incentive principles have been adapted to of-
fice work only fairly recently.
v
"Wage" incentives were not extensively
adapted to office work much before 1923*
1 . The Management Almanac . National Industrial Conference
Board, (19^^)/ P* 1^9
„
2. Halsey, F. A., "The Premium Plan of Paying for Labor,
Economic Studies, Volume Number _2, (l89o),
p. 75
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8In fact, every one said it simply could
not be done* Nevertheless, some 5^ of
the large companies have now applied in-
centives to typists, key-punch operators,
etc., and 11^ have done so to billing and
order clerks. This has become necessary
because the proportion of office work to
shop work has increased. 1
The chart below, which is a summarization of the
results of a survey conducted at the end of 1$45, is in-
dicative of how relatively few office workers were covered
by Incentive plans at that time.
Figure 3
SALARIED EMPLOYEES PAID INCENTIVES
Practice Companies
Number
Total 230 100.0
None paid W.7
Supervisors
, foremen 20 8.7
Executives 14 6.1
!
Salesmen 13 5.7
All employees
——
Bookkeeping machine operators 2 0.9
Superintendents 2 0.9
Typists 2 0.9
Addressograph operators 2 0.9
Planning and schedule clerks 1 0.4
Department heads 1 0.4
Purchasing agents 1
Key punch operators 1 0.4
Transcribing machine operators 1 0.4
Buyers 1 0.4
Telephone ad- takers 1 0.4
The Management Almanac . National Industrial Conference
Board'll (19^h)
,
p, 95
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. 370
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9One thing of many we are proud of in this coun-
try is that neither political, economic or social privilege
comes to one by right of birth. The members of each new
generation are supposed to start from scratch. Merit
1
alone should win. Those of us who believe In free
enterprise and the profit motive, will nod our heads In
agreement with the foregoing statements. Yet many, when
asked if they consider wage Incentives for office workers
practical, will throw up their hands in horror at the
thought of applying "factory systems" to office workers.
These same executives who are, for the most part, on plans
of their own where bonuses are paid for profits and sales,
will say that financial incentives will "lower" the status
of their office workers. Are financial stimuli degrading
below a certain salary level, and proper and just above?
Do not workers in the lower income groups deserve the
same opportimlty to Increase their earnings by increasing
their worth to the company?
Several applications of wage incentives to of-
fice work demonstrate that these employees are as eager to
take advantage of the opportunities offered as are others.
Incentive earnings have Increased take-home pay greatly in
many cases with the result that employees are more content
1. Address delivered by Mr. James B. Conant before the
Boston Conference on Distribution, Hotel Statler,
October 21, 19^7
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and morale has been improved.
Pair wage incentive plans, properly administered,
put each participating employee into business for himself.
His ingenuity and willingness to work are challenged; if he
meets the challenge, he is the gainer. A business man who
is more capable than the average, rightfully gains the
greatest profit. The best workers under wage incentive
plans deservedly earn the greatest pay. The bonus they
earn is their profit for the investment of time, energy,
and ingenuity. James Lincoln, in summarizing his policy
of incentive management said.
Incentive is not primarily for the pur-
pose of sp\irrlng people on to greater
heights of accomplishment so that some-
one can gain from their efforts. It is
a philosophy that will develop those
things which are best in all of us. It
is this outcome that must be the chief
end sought. Only so is it sound and
enduring . 1
We all work better when we have a goal to strive
for, an objective in view. Proper incentives promote coop-
eration among all employees for the attainment of the de-
sired objective. Incentives tend to develop the latent
abilities of those who possess them and demonstrate the
2
lack of ability on the part of those who do not. Work-
ers tend to discipline themselves, and thereby are re-
1. Lincoln, James F., Lincoln* s Incentive System (McGraw-
Hill, 1946), p. iW
2. Ibid., p. 163
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lieved of the often nagging supervision of the supervisors.
The Employers * Need for Wage Incentives
Wage Incentives reward the efficient workers;
the type of workers employers want. Capable workers will
produce to the limit as long as they know standards are
guaranteed, and there are no restrictions on earnings.
At a meeting of the Office Management Associa-
tion, Mr. Henry A. McCashin of R. H. Macy Company's Sys-
tem Department, outlined fifteen basic causes of reduced
output of office work as the following:
(l) presence of substandard workers due
to relaxation in hiring standards,
i
2) labor shortages,
3) substandard supervisors,
5) tendencies of supervisors to *'let
down,"
(5)
relative drop in efficiency of the
worker,
(6)
Inadequate or curtailed employee
training,
7
unbalanced working forces caused by
the loss of employees during the
war,
(8)
use of fatigued workers and part-
time employes,
(9)
failure to set and use production
standards for clerical workers in
some comi>anles; production standards
allowed to lapse after being set in
other companies,
(10)
lack of wage Incentive plans,
(11)
relaxation of quality control,
(12)
poor and Inadequate working con-
ditions,
(13)
lack of form control,
(14)
improper office layout
(15)
failure to consider productivity in
II
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1
the preparation of budgets.
As a corollary to increased earnings for em-
ployees, employers secure higher production per unit of
time and thus lower unit costs. Incentive plans also act
to decrease labor turnover. Improve employee morale, im-
prove quality, reduce spoilage, lower the cost of super-
2
vision and provide better cost control.
An indication of why some companies consider
payment for production to be the best method of wage pay-
ment, can be gained by examining several facts which hold
true only when the worker is paid base wages.
It is often said that the average worker pro-
duces only enough to "get by." Usually the entire level
of productivity of any group is pulled down toward the
pace of the least productive worker. Surveys in the of-
fice, just as in the plant, show the pre-incentive level
of production of different groups to be 40 to 60 per
3
cent of a full day's work.
A fair day's work is considered by Informed
1. McCashln, Henry A., "What is the Cost Situation To-
day?," Keeping the Lid on Office Costs . Of-
fice Management Series Nmber 120 , American
Management Association, (194?) , P» 4-6
2. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 1942)
,
p. 10
3. Mackenzie, R. S., "The Relation Between Work Measure-
ment and Pay Earned," Incentives and Work
Standards in the Office , Office Management
Series Number 115 , American Management Associ-
ation, (1946 ) , p. 10
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members of management to be about two- thirds of a full po-
tential day's work. Even this two- thirds day's work is
seldom reached or maintained in exchange for the base wage.
Incentives to produce a fair day's work for base wages are
few; the main ones being: self-satisfaction, promotional
possibilities, and fear of losing the job. Under usual
circumstances these incentives are smothered or nullified
by several negative influences:
A. Resentment of fellow-workers for the
" eager-beaver .
"
B. The feeling that output plays but
little part in promotional oppor-
tunities .
C. The changed economic status of the
worker, wherein fear of losing the
job has already become negligible.
D. That unfortunate human characteristic
of wanting the most return for giving
the least. 1
Some companies are putting unwarranted faith
in new machines and equlpnent which are supposed to pay for
themselves by increasing production. A machine is only as
good as its operator. Until the human potential is fully
utilized, it cannot be expected that the mechanical will.
In respect to office machinery there has been considerable
discussion lately over whether or not electric typewriters
can actually Increase production. One company has con-
ducted a test which purports that production is not In-
1. Mackenzie, R. S., "The Relation between Work Measure-
ment and Pay Earned," Incentives and Work
Standards in the Office . Office Management
Series
,
NT^ber 115
.
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creased. Another has foimd that six operators vho, on an
incentive plan, reached a production plateau on manual
typewriters were able to Increase their production an aver-
age of 10 per cent when assigned electric typewriters.
These operators had the incentive to produce, and when
they were given a better tool to work with, they utilized
it fully.
During the war when we were faced with the choice
of "produce or perish," the government, mainly through the
War Production Board, encouraged the use of wage incentives
as a method of increasing production. One of the Board’s
studies disclosed that in 234 war plants which had adopted
use of incentives a short time previous, an Increase in
unit output resulted in 40 per cent of the cases . Where
time studies were used in determining the basis of the
1
plans, the average Increase was 58 per cent.
Incentives create other benefits among which, in
their natural evolution, is the development of different
cost controls and measuring sticks. Departments operating
on an incentive plan can use the dally bonus report as the
daily budget report. Development of these reports should
be done cautiously so that they will not become needlessly
complicated. The person in charge must, therefore, con-
sider and combine all sources of control data so that the
1. The Management Almamc . National Industrial Conference
Board, (194^)
,
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1
reports will be simple and as positive as possible.
Company Motive
Worker acceptance of wage incentives and willing-
ness to work conscientiously under them, determines success
or failure for the plan. The upper-most questions in the
worker's mind as he reads the announcement of the plan's
installation are, "Why is the company doing it? What are
they going to get out of it?" The company's motive is
questioned.
If the company's motive is one of avarice, and
if its main Interest is in what benefits the plan will
produce for the company, the benefits to the worker being
of only secondary importance, then the launching is Indeed
perilous. On the other hand if the company's aim is to be
fair to the workers and sincerely has their best interests
at heart, the employees' confidence will be gained, and
the plan will be given a fair chance to succeed.
Opposition to the Introduction of Wage Incentives
Opposition to the introduction of wage incen-
tives to office work springs from many sources. Segments
of management are not "sold" on the idea. Supervisors
and workers alike are often skeptical. Some honestly ob-
ject to the principle Itself. Others oppose it because
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944 J7 p. 27-28
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they do not fully imderstand its basis, workings or mean-
ings.
At a meeting of the British Association for the
Advancement of Science, a special discussion on industrial
incentives was concluded with the consensus of opinion be-
ing that the best incentives to hard work in industry are
non-material, and that money is not the root of all energy.
"We need to shake off mechanistic fallacies in the idea of
incentives," Mr. Charles Madge declared during a joint dis-
cussion of the Economics and Psychology Sections. "Social
scientists should concentrate on means of reducing discom-
fort and monotony of factory life as well as the economic
1
Insecurity and lack of social Integration."
One can hardly dispute Mr. Madge *s contention
that all is not serene in many of the world* s factories,
and that there is tremendous room for Improvement. How-
ever, I am inclined to disagree with his inference that
wage incentives retard the correction of these conditions.
On the contrary, "the discomfort and monotony of factory
(or office) life" meets a capable foe in the form of fair-
ly conceived and justly administered wage incentives.
"Discomfort" is combatted by the methods analy-
sis which should precede the establishment of production
standai»ds. Methods analysis is the means by which the
1. The Chrlstl£tn Science Monitor (September 13 , 19^7)
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"one best vay" of doing the work Is determined. It is in-
conceivable that the one best way could be realized at the
discomfort of the operator. The most comfortable and easi-
est way for the operator usually means the most productive
way.
"Monotony" is constantly opposed by the challenge
of standards which are fairly set and capable of being sur-
passed by a nominal application of effort. So-called "crea-
tive work," such as that of writers and painters, is said
to be interesting because it is always calling forth the
artist *s best if he is to succeed. So with wage incen-
tives, the operator* s Ingenuity, skill and dexterity are
challenged. If he meets the challenge, his success is the
reward of extra pay. Dr. J. A. Bowie expressed the fol-
lowing opinion on the subject:
Incentives are coming to be seen more
as a matter of treatment than as a
method of payment. A sense of partici-
pation cannot be cultivated if workers
feel they are working in the interests
of an enemy class. Joint consultation,
profit-sharing, pension, provident, and
other f\inds are not more than stones in
the arch, which cannot be built unless
supported by good will. 1
Dr. Bowie *s assertion that "good will" is the
only durable cornerstone for the establishment and perpet-
\iation of harmonious personnel relations is shared by
many. However, "good will" Itself has Important precepts
1. The Christian Science Monitor (September 13, 19^7)
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among which are honesty, open-mindedness and fairness. All
of which are essential to an Incentive plan that will endure
because of its own merit.
Unfortunately Dr. Bowie's observation that "in-
centives are coming to be seen more as a matter of treat-
ment than a method of payment," is substantiated by the
attitude of numerous companies. All too many are prone to
praise their incentive installations solely on the basis
of the savings in personnel and wages that have accrued to
them. The approach is the same as those companies who
worry about profits first and the consumer last, rather
than attempting to gain business by providing consumers
with better products at diminishing prices. Consiamer sat-
isfaction reflects Itself by Increased volume, thereby
1
creating the necessary profit. Earnings commensurate
with production seem to be incidental to the reduction of
cost. The use of wage incentives is urged not on the basis
that willing and able workers are justly rewarded, but on
the grounds that inefficient workers are easily spotted
and can be removed. In order for workers to retain their
self-respect, any bonus given to workers should be recog-
nizable as being the direct results of their efforts, and
2
not a paternalistic gesture on the part of the company.
Although unionization of office workers has not
1. Lincoln, James F., Lincoln* s Incentive Sys tern (McGraw-
Hill, 1946), p. 161-162
2. Ibid., p. 158
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progressed rapidly, recognition of union attitudes toward
wage Incentives in general indicate what pitfalls manage-
ment must beware of and what objections must be overcome.
There are nearly 11,000,000 white-collar workers
engaged in occupations in which there is union jurisdiction
out of a total work force of 50^000,000* About 7,000,000
are in private industry, and 4,000,000 are employed by
federal, state and local governments. About 1,400,000
of the 11,000,000, or one- eighth, are members of national
unions
.
There are 43 unions in the white-collar field.
Among the workers represented in these unions are actors,
architects, draftsmen, letter carriers, postal clerks, of-
fice workers, news and editorial writers, railway clerks,
retail clerks, teachers, telegraph operators, telephone
workers, train dispatchers, and federal, state, and munic-
1
ipal employees
.
It is interesting to note that the two large
national unions, the A. F. of L. and the C. I. 0., have
strangely contradicting appeals to office workers to join
their respective ranks. The craft-minded A. F. of L.
partly bases its appeal to potential members of its office
workers* union on the basis that the dividing line between
1. Stark, Louis, "Trends in Office Unionization," Office
Morale - White Collar Unions , Office Management
Series Number 105
.
American Management Associa-
tion, (1944), p. 12-13
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office and factory workers Is disappearing. While the
heretofore Indus try-minded C. I. 0. assumes that office
workers differ from factory workers in social status as
1
well as viewpoint.
The question of whether payment of workers ac-
cording to production or by the hour is to be preferred,
has been the result of a long and often bitter controversy.
Opposition to Incentive methods of wage payment by the
unions started in an earlier period of union history when
the advent of scientific management introduced more complex
Incentive plans. Worker feeling has been mollified some-
what today, and there are an increasing number of excep-
tions to the former unqualified opposition in both national
and local unions. Union officials have tended to accept
more the view that workers, by genuine collective bargain-
ing, may be protected adequately and that with this pro-
tection, incentive methods of payment can provide secure
Incomes and actually help maintain the high wage standards
2
of American workers
.
Unions have both opposed and approved the use of
incentive plans. Workers have joined unions, gone on
1. Stark, Louis, "Trends in Office Unionization," Office
Morale - White Collar Unions
.
Office Management
Series Number 105
,
American Management Associa-
tion, (1944), p. 14
2. Kennedy, Van Dusen, Union Policy and Incentive Wage
Me thods (Columbia University Press, 1945), p. 50
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strike, limited worker output, refused to work with "pace-
setters," and have tried many other devices to forestall or
control Incentive systems* Some unions have succeeded in
their anti-incentive campaigns, while on the other liand,
incentive plans are operating successfully in plants and
industries working imder well-established union agreements.
Most of the workers* distrust of incentive plans is based
on past experience when the short-sighted practices of
rate-cutting and speed-ups were resorted to by many com-
1
panies . Recent management enlightenment and correction
of these devices makes untenable many arguments advanced
by workers today against incentive systems.
A strong factor in advancing the acceptability
of wage Incentives on the part of workers is the recogni-
tion that manual skill and control are of such paramount
Importance in production that great differences between
individual worker productivity are common. Union repre-
sentatives themselves point out that these variations in
output may be as great as 100 per cent, and, therefore,
fair compensation can be made in no other way than by the
2
use of incentive methods or payment.
Positive steps can be ta.ken to overcome worker
1. Incentive Wage Flans and Collective Bargaining . Bulletin
Number IIZ, United States Demrtment of Labor,
Bureau of Labor Statistics, (19^2), p. 1
2. Kennedy, Van Dusen, Union Policy and Incentive Wage
Me thods (Coliunbla University Pre s s , 19^5 ) > P • 53
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objections to wage Incentive plans. Educational programs
can answer opposition based on the principle of incentive
payment itself. The other major objections of workers,
which are listed below can be eliminated by fair and just
management practices.
One worker objection to Incentive payment is
based on criticism of the company’s job study technique.
An honest approach to the study by the company, which is
based on proven techniques and is fully explained to the
workers so that no mystery about them remains, will, most
often, correct this trouble.
Worker opposition to wage incentives often is
based on resentment caused by poor or faulty management
2
administration. This is clearly the fault and respon-
sibility of management. Equitable and clear-cut rules,
adhered to strictly enough for the sake of consistency,
but with enough flexibility so that Injustices are not
worked inadvertently, will usually dispel this source of
opposition.
Suspicions of an employer’s motives are aroused
either by actual evidences of unfairness on the part of
the employer, or an incomplete understanding by the employ
3
ees of the company’s motives. It goes without saying
1. Kennedy, Van Dusen, Union Policy and Incentive Wage
Methods (Columbia University Press, 19^5) jP* 62
2. Ibid., p. 62
3. Ibid., p. 63
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that In the establishment and administration of wage Incen-
tives, as In any other activity, "honesty Is the best pol-
icy." To overcome the workers' suspicions, the employer
first must be basically honest, and secondly, his position
and policies must be so clearly stated and followed that
there Is doubt in the minds of no one as to what is ex-
pected of worker and company alike.
Another union objection to wage incentive plans
Is based more on their practice than on their theory. The
unions contend that too often wage incentive plans he.ve
increased production per worker by exploiting his desire
for higher income at the expense of the worker's health,
safety, comfort, and the quality of his work, and that
this is not true efficiency. Unemployment resulting from
the application of incentive methods is also a union argu-
1
ment against their use. These complaints could be
valid even though case histories do not seem to be avail-
able. But again company motives in the use of wage incen-
tives comes under fire and must be defended if worker coop-
eration is to be gained.
It is usually conceded that each individual has
aptitudes which fit him to perform certain types of work
best. People really qualified for the work they are doing
1 . Kennedy, Van Dusen, Union Policy and Incentive Wage
Methods (Columbia University Press, 19^5)
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are. In all probability, qualified to do it well. Incen-
tive earnings are the reward for doing work well; this
applies to quality as well as quantity. Jeopardy of work-
er health, comfort, and safety can be eliminated by taking
the following course of action: thorough methods study of
the job; engineering of the job to establish the "one best
way" of performing the work; clear and complete job in-
structions; job specifications which indicate the type of
individual needed to fill the job; selection of the proper
individual by the personnel department; and finally, the
thorough instruction of that person in the way in which the
job is to be done. Proper engineering of the job, in addi-
tion to the careful selection and training of the person to
do the job, will ellmlna-te maladjustments and put the wage
Incentive on a firm foundation.
Maintenance of quality is a matter of standaixJs.
If the company has traditionally insisted on the mainte-
nance of high standards, this condition will likely con-
tinue to prevail. Employees do not lose their work habits
1
easily, especially if the company maintains its vigilance.
Another objection frequently heard from workers
is that if wage incentives are Installed, operators have
2
to work harder for the same Income. This presupposes
1. Harvey, Trusselle, "The Advantages of Bonus Plans for
Dictating Machine Operators," Office Management
and Equipment (April, 1946), p. 3^
2. Ibid., p. 38
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that the first step of the employer Is to cut salaries to
a low figure ajid then substitute a bonus for the differ-
ence. A short-sighted practice of this sort would soon
cause the incentive plan to fail. Sound incentives pay
the going wage rate for the job, and bonus is paid for pro-
duction over normal expectations. This "extra” production
will serve to reduce costs for the company by reducing
overhead. There is no social justification for a company
wanting to reduce costs at the expense of the workers.
An obstacle rather than an objection to the ai>-
plication of wage incentives has been the lowered margin-
al utility of the gross bonus earnings to the worker un-
der a high Income tax scale. The government, by high
taxes, works a hardship on incentive installations be-
cause bonus earnings are subject to the full tax. This
disproportionate reduction of bonus earnings reduces
1
their desirability. At this writing legislation has
been enacted which will be a step toward the amelioration
of this condition.
1. Lincoln, James F.. Lincoln's Incentive Sys tern (McGraw-
Hill, 1946), p. 158
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II. Incentive Plans - Past and Present
A study of the practicality of applying wage In-
centives to measurable types of office work can benefit
greatly by a review of wage Incentive history. Examina-
tion of various types of plans, successful and otherwise,
reveal many weaknesses which should be circumvented and
numerous worthwhile aspects that can be profitably incor-
porated into the plans of companies embarking on wage
incentive programs
.
In the l840’s weaving in Scotland was done, for
the most part, by men who owned their own looms. They
were paid piece rates by manufacturers for their products.
The beginning, then, of payment according to productivity
originated in independent craftsmanship, thus re-empha-
sizing present day arguments for incentive payment on the
$
basis that it puts workers into business for themselves.
The beginning of wage incentives or payment according to
results was what is still known as piece rates.
At the start of the factory system, piece work
was common only in such industries as clothing and textile
manufacture. These industries began as home work, the
worker being paid by the bundle for completed or semi-
completed work. When work was centralized in the factory,
it was divided into many operations, making a further re-
finement in the Incentive system possible. The majority
of early industrial establishments did not apply piece
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work because workers had to perform varied tasks; therefore,
they had to possess higher, more versatile skill than the
1
specialized piece worker had.
Straight Piece Work Plan
Despite the fact that many types of wage incen-
tive plans have been created since the .origin of straight
2
piece work, this plan is used more than any other. Re-
cently the modification of the guaranteed wage has been in-
troduced and accepted. This combination of piece work with
the minimum wage guarantee actually should be called the
3
Manchester Plan. However, for the purposes of this the-
sis, the plan will be referred to as the Straight Piece
Work Plan. The chief characteristic of this plan is that
standards are expressed as so much money for a given unit
of production. Time standards, which have been developed
from time studies, are converted into money rates by apply-
ing the time allowance for the job against the job's base
rate. Incentive earnings begin when production passes the
minimum amoxint of production required. Payment being made
on the basis of so much money per piece.
One of the main reasons for the popularity of the
1. Incentive Wage Plans and Collective Bargaining
.
Bulletin
Number
“liZ, United States Department of Labor,
Bureau of Labor Statistics, (19^2), p. 2
2. Louden. J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944)Tp: 3B
3. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. 168
’i'S •m
./yio'i'jrLb’i: ijt-I^iuv /r'loi'coq o^' b'.ii c^iL’/viov orAir.-i ^6 u^iov
sric' .i-idc Il.’.ar. olJtw .o^isv .'•lOr-: cp.^anoci; oz 'xti y.orlcj
. £
. j -..i ;j3S.’:X.jJ;ooCi;c
['•[.
’.‘L0\. ''OS.’'! j I:
-
-oonx
-Oo-'T xo s-rqvc i .rli c)'') 'v_ ^;C' ::.cv_
cyi;r.;.:-.*.-x^ 8 '-o .Jv’iw • uio ooiij.2 I:>oJtio-£o r^ocf ovrvii axix'.'Iy; v' /.Ic}
-o.t ,’:i rt'vXX btVA' y.' cliii.-
^
h'^ov ooo.’.£
--C iiu'jcr e‘iil o«*^: oflo 'iQ uojci 3;>i'xXDa « xvi:' vl^tioo
-loX’.: ..i-zU\T CODXii Xci (lO.'Cj IiXcA-IC') S.’lI'I' . biUi OvO.^J ; jCIo
.boll .io t.'Cf ol'/o ..XI o '•. t ji-iainx/v-; e’r]..''w oii/niXitln p.ric'
-0 alilo 'io 888 'XOi .XO'/OVGi. . irilX ziOo C0i[oar,y.
o'^el'- :-rNX..:‘xX: jXx c i oC a od S.LIm ri'^Ix jx'd" ^Rj.8
C;x-:ii cJ. :i ?r._ a.Mo 8.0 sJtxX 0 'Vi;ji-Io ioXfIo or[': .fi’ilx yXxoVJ
jjiL' i:xvl:_i •• "oX •..o'icm rloahi o& a i ooaae'xqx*: cu‘x-''.bnr.c a
-baqolcv^'b : tox;c 8** 88 lioXrlY r.'.vi. -Xi:.. -X a ?>fic.lT . r.o.'.Xo,r.:jo‘xq ‘io
-r loq j yd cccf :'i yonx'ji DOu'Xoi'iro-) d’lJd .^eoXboXa oxu J riO'X'i
oa.Gc 3 'dot Qiit' soaX' ,/. ox ord »xc'x Z’yyzircjLLi Ofild soXX yiii
ort^ iioXu oadc^q ao a-j riir.oo' a;!gnj.iTxao avJ.Ja rviX . aja-x
o yaXocf d'noirTtg*.
,
. b xXffnj-i i.o/.a o-j.oo'xq ‘lo Cixao.-.fa /iix/irix’ifilKi
.•joeXq no... yor:or.t xioar-i os lo aj qx.cr t'dci no
odX lo .ti 'd'fruq oao ndl anoeacn nXan u-lv- be ojix
11 ,' 8^ oll -ji-*: , oiiJaX 8.8‘XGcl XXX.'X'XX^.-C^qp brqa cam'll, pox^.* ovXJ'aooiiI .1
./xod' .j lo v'lrx-31 n-'i'AcioCl Eu8 .Jo. ocJX'8j /Vjfv nocff-Hf I
t caXd sXu -Jc. nc al.x” lc~ la-.onlx:
.8 lox. dxx'-i i.oXji; i.foo) /Jn_0 anX o •j'. .XJ.'od .0 ..nodno .1
yy-^ 'y.
•oX aio/. o.'lx) gdcdJo’i .vXJtqoiu c qv ^.l .olnsidl
: oX ./^('.r'^tX
^
.a iira<^d 3 goal
P'Pi*
V
' >
W: ii-
I
n tfT '*3nn ^;u 4i.0 * »
1
;aj.; -'iCj.rc-.. / .. ( lA- n' ..a. ^ 'c.* ^
tT. .
,% fi '_&;•' §.-v8 '^--,5. -i^- s-.
*
i-‘r: •’y • ^ **
c?ri?dii/T^; 'f? ^5 HK5-.K1 tfsn'Ourroti;’ '^aiW‘ ^ V.- 4- Wiftr* i ‘-4 %V J » A <p»Pb «”1 "- ^
,
iiooidfs’l tro^I .iJX vfDfi '.<&) te^orf^ '/ ovitJa-fMJ *•’’> .iftttxJ.
h .^ ,.r .(
Figure 4. Basic Straight Piece Rate Plan
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Straight Piece Work Plan is that earnings computations are
simple, and it is easily understood by the participants.
The plan is also characterized by the fact that there is no
sharing; the employee gets all that he earns. The estab-
lishment of set prices and the absence of sharing, provides
for a constant unit cost after the worker's production ex-
ceeds the amount required to earn the guaranteed hourly
base rate. This feature is advantageous from the stand-
1
point of both cost accounting and budgeting.
Straight Piece Work, like all wage incentive plans,
has some disadvantages. Some of these weak points have
provided the basis and reason for the formulation of subse-
quent plans. Its principal disadvantages are as follows:
(l) Money rather than time is emphasized in the standard.
Recent trends are to establish in the worker's mind that
the amount of work, not its cost is being measured. (2)
In the event of a general wage scale change, the adjust-
ment of piece rates may be a monumental job, (3) It is
difficult to adapt piece rates to group incentives where
the participating workers receive different base rates.
(4) The handling of piece rates is difficult when addi-
tional incentive factors, such as control of material, are
present. (5) The unfortunate association of piece rates
with past bad practices makes them difficult to sell.
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 19447, p. 3S
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(6) When it Is necessary to reduce a piece rate it takes
the form of a money decrease which ordinarily does not set
as well with the worker as when the reduction appears as a
1
time decrease.
Straight Piece Work^ however, has its strong
points, advantages which doubtlessly are the reason for its
continued popularity. These advantages have been ably sum-
marized by C. W. Lytle as follows:
For the Employee:
It is the most ethical of all plans.
It is the second in simplicity of all
plans to understand.
It gives him 100^ of savings relative
to task at whatever pace he choses
to work.
It maintains the highest rate of in-
crease as he Increases effort.
It leaves the upper field of earning
wide open and so fosters ambition.
This does not hold for group appli-
cation.
It is consistent with the highest man-
liness and independence.
It stimulates interest in management
and therefore in cooperation. This
is intensified by a group application.
For the Employer
:
It secures confidence in fair dealing.
It simplifies cost and payroll figur-
ing. This is furthered by group
application.
It increases and steadies the volume
of production.
It reduces unit overhead and therefore
the total unit cost.
It makes scheduling more dependable.
It brings cooperation with management.
This is furthered by group applica-
tion.
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 38-39
eoiLsd ctl ed£,*i oo el vti n^^iiVi (3.)
d-oxi, Eoob Yli'iJtiaib'io doJulv O3:c>e‘to^b y©A®^ la-icI arid
J
js SB s-iji'-ac '.j:j nolc? ojuba*! 9:1:- auiv c'i 'laiiov oii;^' lio.tw Ilaw ea
‘
- V,
.
I
•
'
.9y'iaT:obIj oitUid’
SncivS adl 8Bfl ./'xfjvevorf
^
il iov/ origlij'icil
'v . ,
KJi; "col nosbd*! odd 0*1 :^ YJt-^bXdd.bOJb iiohi'J ^sdiloq
-HK/n Y-tdb xiabd bV3*i sessdujavba osodT . i-islbwou bouiiidnoo
:ewoIIal Cii old^J .W . J \;d doslrtbrn
. anr.Xcf IXb "ic XBoIddo vtom cdd el JI
ILti lo YdioXI-iJiIe xiX i'ficjbc; en'c t,l dl
.
' :i-nd8ieb/u/ od srtBXb:
6vXdaIr/i E^nXvp.s l?jOX mid sovia ^1
eeooflo eri ©o£q -isovod-d’i dv. jlejRd od
od
-nl 'xo ©d.3^ diiorfr> b"i ajl^'-daladi dl
.d’lOTj.::^ s©ar.**iOiil 0.. ‘JiJ £.’c:of.>*xo '
7\£ila.'ii.L^ biolx 'leqc^M odd jovroX dl
.noldirfuib cieduol oe inUi xioqc oolv
-I.Xqqb cjjo':3 10 'i blori don eeob sixl^
'
. noldxjo
;
-lum deorlalr. &dd ridlw drxvd Rl^nocr eX dl
. oonoJbnoqobxiX i^ns sconIX
d liOiitoaBnBci ;iX dE0*i9dal Eodalt/mlds dX
eXii^i^ . :ipId-fs'-x&qooo. xil o'X- ‘iv^xorid bnj6
.noldRoXi^^viJS qi/orca -s lol'iliixiodni si
, :‘XOYoXqffi< odd
• SnlXaef) 'ilB'i r.i oonobl'lno'* e<b‘..-'ooc dt’
-rcrj^.n XXoTYoiT bcui dsco i’.UIqr.'ils dl
qijona /^C bs'iorid'ttrl cl eldT .snl
. '.oldJ'.olXqqja .
OiVuXqx add eoUbaods baa e^-e/.&'ionl dT
;
^
-
. fiold oiibc-xq lo
o'to i9*iejtid b£i£. baori'iovo dlr.u coojbo*! dl
• daoo dlxiiX X 'dod odd
. ald'abnoqejb e'xom af^lXL'b05^oc soiixjci dl
.drioiffoamm ridliT hoidmcHicco s'^^I'xd dl
-BoiXqqa qijona Yd bcKxorldib'i cl clxdr
. ;
, .
(If . iiz Id
* /i
»!
f
,4 1
< f
'k
']k
4 -.
,'cric6 bna Y9ll^ riiioL) geyldfiooxtl ^®V ^rldlaX .L .nobxjoJ .X
30
It permits the combination of a rela-
tively low rate with a high task
or vice versa.
It may easily be operated on a time
basis, that is, with decimals of
an hour or with minutes. 1
An Important contribution to the maintenance of
production by a piece rate plan is the compulsion worked
upon management. Piece rate operators desire a steady
flow of work from the previous operation. They also want
this work as well as their materials and equipment to be
in the best possible condition. Failure of management to
maintain "normal conditions" usually is justifiably seized
upon by the workers. Therefore, management is prodded by
the workers and may actually, to a limited extent, drive
2
those who are their supervisors.
Taylor * 3 Differential Piece Rate Plan
Frederick Winslow Taylor, by his introduction of
the differential factor to straight piece work, is credited
by many as being the predecessor of modern incentive plans,
Taylor introduced his plan in l880 in an attempt to reward
good workers while standardizing and lowering costs. He
pioneered the application of scientific principles to work
and Introduced the use of elemental motion analysis. He
determined time values for each element, thus paving the
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. 179
2. Ibid., p. 165
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Figure 5. Taylor Differential
Piece Rate Plan
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way for the establishment of standard data from which rates
can be synthesized.
Taylor believed that the Straight Piece Work Plan
was Inflexible and did not siifflclently Induce marginal
producers to produce more. His differential rate system of
piece work offers different rates for the same job. A high
price per piece is paid when work is finished in the short-
est possible time and in perfect condition. A low price is
applied when a longer time is taken to do the job or if
there are Imperfections in the work. Taylor's principle
was to establish a high rate that would make it possible
for good workers to earn more per day than was paid by sim-
ilar establishments. In this way he hoped to attract the
best workers and discourage poor workers from even applying
1
for work. The principle of a guaranteed minimum wage
was not popular in Taylor's time, so this feature is absent
from his plan. Any modern application would probably, of
necessity, have to be modified in this respect in order to
be acceptable.
As an example of the application of Taylor's
principle, assume 20 pieces to be the largest amount of
work of a certain type that can be produced in a day. A
worker finishing 20 pieces, all of which are perfect, re-
ceives 40 cents per piece, making his pay for the day 20
1. Taylor, Frederick W., "A Piece-Rate System," Economic
Studies, Volume I Number 2, American Econpmic
Association, (The MacMillan Company, I896 ) , p. 90
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times 40 cents or $8. 00. Should he work too slowly and
produce only 19 pieces, the low rate is applied. He re-
ceives 30 cents per piece instead of 40 cents making his
pay $5»70 instead of $8.00 per day. In the event he suc-
ceeds in producing 20 pieces, some of which are imperfect
he would receive a still lower rate, say, 25 cents per
1
piece, making his daily pay $5.00. Due to the appli-
cation of the differential principle, each man's work
must be measured and Inspected separately.
The Differential Piece Rate Plan offers a two-
fold incentive, one positive and one negative. Production
which is excellent from the standpoint of quality as well
as quantity is rewarded by high earnings, while low or
faulty production is penalized. Taylor justified his plan
by saying, "Justice, however, not only demands for the
workman an increased reward for a large day's work, but
should compel him to suffer an appropriate loss in case
2
his work falls off either in quantity or quality."
The success of Taylor's plan created a widespread
demand for it, and many so-called "efficiency men" reaped
a rich, if ill-deserved harvest between 1915 1930
•
This hey-day of hastily contrived and badly administered
plans left a bad effect on both incentives and scientific
1. Taylor, Frederick W., "A Piece-Rate System," Economic
Studies
.
Volime 1
,
Number 2, American Economic
Association (The MacMillan Company, I896 ), p. 113
2. Ibid., p. 114
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Management. The ten Rreatest evils of the period, as com-
plied by J. Keith Louden, are as follows:
1. Failure to have supervision play a
major role In the program and failure
to train supervisors In the funda-
mentals of Industrial ent^lneerlnp:.
2. Failure to enlist cooperation of em-
ployees and to ^?aln their full under-
standing: and confidence.
3. Failure to reco^gilze the caliber of
men and the competency required to
perform this work.
4. Failure to establish standard pro-
cedures and policies Kovemln^?; In-
dustrial en^lneerlnK.
5. Failure to realize that Industrial
engineering consists of more than
taking time studies and Installing
a wage Incentive system.
6. Failure to guarantee standards once
established against change unless
there Is a change In method, equip-
ment or specification.
7. Establishment of a celling on Incen-
tive earnings above which an employ-
ee must not go or the standard will
be cut.
8. Failure to analyze and establish
standards for materials and spoilage.
9. Failure to establish rigid speci-
fications and quality standards.
10.
Failure to maintain properly and reg-
ularly measured standards and wage
Incentive Installations once they are
established. 1
Gantt, an associate of Taylor In his work at the
Bethlehem Steel Works, developed his Task and Bonus Plan
In 1901 In order to upgrade men to the skill required to
work under the Taylor Differential Piece Rate Plan.
Gantt's plan substituted a day guarantee for Taylor's punl-
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p.
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tlve low piece rate. However, he retained the Differential
Piece Rate Plan above task, displacing it below task with a
time guarantee. This humane feature of the Gantt plan is
at the same time its weak point. Setting the guarantee too
high causes less ambitious employees to be content with the
guaranteed amount. With proper training the weakness of
the day guarantee is minimized, and with guidance, workers
are developed so that they are capable of incentive earn-
1
Ings
.
Various other modifications of Taylor's plan have
been Introduced, principal among which is the Merrick Mul-
tiple Piece Rate Plan which interjects an intermediate rate
between Taylor's extreme rates. There is little difference
between the terms "differential" and "multiple." Taylor
used the word "differential" before "multiple" was applied
to all plans based on more than one rate.
Merrick broke Taylor's large step into two small-
er ones and put one at task and the other a little below
task so that it would be within reach of the developing
worker. He established the first step at about 83 per cent
of task and paid 10 per cent, or one-half of the 20 per
cent bonus at this step, and the other 10 per cent at task.
This created three piece rates, thus tending to make the
2
difference between the rates more gradual and less severe.
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. 209-212
2. Ibid., p. 204
l43ldxt&‘io'ilJ:Ct od ^'isvf-jvo'd . ©oo.tq wol
^
\
B fidllv dEBcJ 'yolocf Jx ®ai:0i'ilqei:d ovod;’ il::iI I cicJafl 00911
el riBlq 9ril lo eldT ©nlci
dol aecJne'iBd:^ ©dl ^/illcteij . Inio-, .-Lbqw till umfo orrxie odl-^iJs’
QAo\ 'd^l'ii‘ ^n.t-Jnoo <51 uo‘':»A;oI.|irio ajjolliiriiia ac.ol rl^ild*'
- iv ee^a Ini,v jxil i^nl/tla'id »£ jqc*iq dl LW .oxr/x-mr’.
c'X‘xK"£v .v rfllv,drvU. .jjQ^lailrilja k 1 . uolaB-'iayj.j -odo
-n'XBj bvllriooiil Iv elcfflqBo o'xo laiil or. Jb9q<5l97oJb ©/ie
.
1 ...
; 1 >:v
'
?
..
•s.-.n!,
• —
- •
' ' . . Y'li---
0V.0J-I xiBlq c'lol,,-!’ lo cii6XlBi)I‘AlJbO£B -xorilb 'buoI-'l^I
^
-- -
,
-
-.
-Xixl/I :rfot‘i't9*i 3fll 8l flpldv ^iiDraB lBqi9ix>xqi . byoubo-iliil noocf
.vlBI Ol;Jl5>jarX9vtiil XLp f;l doifiv rislli ©IbH 0O©11 SlTil
ooitalc^lTlb ylllil 3l o'loiiT . z.eCn'i 9mo»ilr.« e •'loI^d'.T ne^wclocf
x.
,_
' '
liu> "iBXlae'iwlliJb'*' hiirc*.)! -uH neewlocf
i
'
'
"j9iXcqj5 OBW "©IqUX’.'itr ' iol&d 'lalliioio'illb'' hicw ©rfJ boau
*
' h H'v
.
.i one. fLadd o'lun n**' d-:‘Cbo' axuilq- il -:. ol
)
-lExwii; owd olrzl q^la <.''iqX^aT odp^cd
tf
v/oXog' olJllX B •ic'iido 0x11' bfU5 l.j oao Ifjq bnB eoxio ‘XD
SxilqoXavob orll "io nlxillw -jcJ bX^ow 11 IjAiII oe :{si1
Ineo 'i9<j £8 iJJOcfB le qo^ie da'll! orfl’ bviiclIrfBctso '9. .T:od’rpw
. i . -... .
loq Ox 9dl '10 lliul-^no 0:0 iliioo ‘Xyq OX blBi brtB dcBl ,'io_
.'-iBBi j o‘ 1x19,0 “laq OX 'loxllo bill gxib .q^'uB a'lril ^Ifi ajxiocf Ixioo
”
;
.
^
'
' M ! ' ' - '
jdl u:ltinr 01 adlbnad cirdJ
^
soJs*! ooolq y.odrtl'boiiie'Xo aldT
5
, ,
V
•
^
:
^ 0*10794? 3E9X bxie XfiijbJOxr^ onont sodBi -jrfit nodviot/ ooxio'io'i^lb'
• v\‘ 1 ' "S
1
'
•
•
- OXbaoH oxlT) ebofjetoM ovxliteonl l.V aoX'iBxlO .1
. ^ T * - SX^
,
if- \ ’idABqr.i.C -J e se-il
.
-v
( 10^ .0 ..olcfl .S
35
The trend today Is toward simpler plans. Al-
though piece rate plans in their various forms are still
probably the most common, bonus plans using time standards
are displacing them to some extent. Practically all plans
now guarantee the base rate which is, in many cases, the
1
going rate for the job.
The Standard Hour Flan
The Standard Hour Plan is a modification of the
Straight Piece Work Plan. The piece rate above task is
figured on a standard hour basis instead of on a piece ba-
sis. For example, if the rate per piece is 15 cents and
the task per standard hour is 5 pieces, computation on the
piece rate basis would be as follows: 5 pieces times 15
cents equals earnings of 75 cents. On the standard hour
basis, it would be figured as one standard hour at 75
cents. Thus the Standard Hour Plan emphasizes the number
2
of hours, not the number of pieces.
This plan, therefore, is more flexible in some
ways than the Straight Piece Work Plan because of this
different interpretation of the standard. It can be adopt-
ed more readily to group incentives because varying base
rates do not create an obstacle; the only thing common is
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 7
2. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. l6B
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the number of pieces per hour. Although the standard
hour method of computation tends to reduce bookkeeping,
it is unreasonable to use it so that it works to pay dif-
ferent amounts to different individuals for the same work.
Gain- Sharing Plan
Contemporary with Taylor was a manufacturer from
Connecticut who advanced an interesting, though never pop-
ular plan, called Gain- Sharing . Henry R. Towne believed
that employees should be induced by bonuses to work not
only efficiently but also to economize in the use of mater-
ials , The plan called for the cash reward to be determined
by profits in relation to factors under the control of the
workers, and not by profit-sharing in its ordinary usage.
Towne was of the opinion that the employees' share should
not be affected by factors beyond their control such as
buying raw material, sales and overhead charges. Towne
listed the following factors as being those which affect
the company's profit;
1. Factors contributed or controlled by
owner - capital, plant, character of
buildings, machinery and organization^
and, to a greater or less degree, the
skill, experience, industry, and ability
of the owner so far as he personally
manages the business.
2. Those Influenced by the mercantile
staff - the buyer and the seller in
the case supposed.
3. Those determined by causes beyond the
control of the principal and his agents ;
such as fluctuations in cost of raw
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materials or in the market value of the
finished product, the rate of interest,
losses by bad debts, etc.
4, Those Influenced by the workers or
operatives ; such as care of property,
economy in the use of material and
supplies, and chiefly, efficiency in the
use of machinery and employment of labor. 1
The solution to equitable payment, as seen by
Towne, was the allotment to each employee of an interest
in that part of the profit fund which can be affected by
his own efforts, but not changed by the actions of others.
The yardstick against which performance is measured under
Gain-Sharing is the cost per unit which is based on past
performance. A contract price per unit, based on actual
costs, is established, and a contract is written with the
workers. Accurate accounting of charges is kept, and em-
ployees are given monthly reports on the progress. Annual
savings are calculated; 50 cent of which go to manage-
ment, 10 per cent to the supervisors and 40 per cent to
the employees. The per cent that savings are of total
earnings, is calculated, and this percentage is applied
against the employees' annual earnings to determine their
2
share
.
Taylor happened to be present when Towne presented
his plan before the American Economic Association, and his
1. Towne, Henry R., " Gain- Sharing, " Economi c Studl e
s
.
Vol -
ume 1 Number 2, American Economic Association,
fThe MacMillan Company, I896 ), p. 52-53
2. Ibid., p. 56
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reaction to the plan is interesting. He felt that its ten-
dency to base the reward on the accomplishment of the group
rather than on an individual basis was the plan's principal
weak point. He stated that the plan had other defects
which were corrected by his own differential rate system.
Taylor summarized these as follows:
(1) That it is slow and irregular in its
operation in reducing costs, being
dependent upon the whims of the men
working under it.
(2) That it fails to especially attract
first-class men and discourage in-
ferior men.
(3) That it does not automatically Insure
the maximum output of the establish-
ment per man and machine. 1
Halsey's comments on profit sharing plans in
general are very interesting, only certain points of which
can apply to Towne's plan because his plan overcomes some
of the objections. His objections are as follows:
1 . Workmen are given a share in what
they do not earn such as Improved
management, better buying, decreased
expenses of sales department, etc.
2 . The workmen share, regardless of in-
dividual deserts.
3. The promised rewards are remote,
time lag too great. Interest wanes.
4 . The plan makes no provision for bad
years
.
5. The workmen have no means of knowing
1 . Taylor, Frederick W., "A Piece-Rate System," Economic
Studies Volume I Number 2
,
American Economic
Association, [The MacMillan Company, I896)
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1
if the agreement is carried out.
The 50 - ^ Premium Bonus Plan of Halsey
F. A. Halsey Introduced his premium plan because
he felt that both the piece work and Gain- Sharing plans
were lacking. He argued that difficulties are created
under the piece work plans by the fact that once the piece
price is set, any increase in effort on the part of the
workman, benefits him alone, and the employer does not
share in the consequent saving of time. He further states
that should the employer cut rates, employees then slow
2
down because they feel that extra effort is useless.
Halsey’s condemnation of piece work on the basis
that the benefit reverts solely to the worker is open to
dispute. Many look on this feature as being a strong point
in favor of piece work. This generalization of Halsey's
cannot be accepted literally, however, because savings in
overhead, if not in unit labor cost, revert to the employer
as the result of increased production on the part of employ-
ees under a piece work plan.
Certain features of Halsey's plan inspired little
confidence in advocates of clear-cut plans . His decrying
1 . Halsey, F. A., "The Premium Plan of Paying for Labor,"
Economic Studies Volume ^ Number 2, American
Economic Association, (^The MacMillan Company,
1896), p. 78-80
2. Ibid., p. 76-78
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of rate cutting as a means of decreasing employee earnings,
while being sketchy about the establishment of standards,
has provided potent ammunition for opponents of his own
plan. The sharing feature of the plan is often looked
upon as being a fence- sitting device to escape the respon-
sibilities of establishing accurate standards and standing
behind them. However, Halsey's plan is not without merit.
Examination of the plan itself, divorced from the method
of establishing standards, reveals certain redeeming fea-
tures .
The 50 - 50 Premium Plan is based on time and
gets its name from its sharing feature. The time saved by
the worker, which is the difference between the allowed
time for the task and the time the worker took to perform
the task, is split 50 - 50 between employee and employer.
After determination of the minimum time for the task, the
standard is developed by adding double the desired bonus to
1
it. If, for example, the minimimi time to perform a task
is one hour, and the desired bonus is 25 per cent, one-half
hour is added to the minimum time of one hour, and the
standard for task becomes one and one-half hours. There-
fore, the worker would be allowed 12 hours for the comple-
tion of 8 pieces. Completion of the task in 8 hours by the
worker would result in a gross saving of 4 hours, half of
1. Louden, J. Keith, VTage Incentives (John Wiley and Sons,
Inc., 1944), p. 41-42
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which would accrue to the worker, while the other half
would go to the employer. The worker thus earns a net
bonus of 25 per cent for the eight hours spent. If his
hourly pay was $1.00, he would receive $8.00 as his base
rate plus 25 per cent of $8.00 or $2.00 in premium pay.
The feature of the employer doubling the desired
bonus and then sharing the bonus equally with the worker
enables the employee to earn some bonus at a relatively
low efficiency performance. In the absence of accurately
determined standards, the worker is somewhat protected
against standards that are estimated too low. The company,
conversely, is spared the embarrassment of excessively high
1
earnings in the event the standards are set too high.
Much of the opposition to the Halsey plan is
based on its encouragement of inaccuracies in standards.
Premium earnings derived from a percentage of efficiency
basis, as in this plan, create a varying unit labor cost
which is desirable neither from a budget nor a cost view-
point. Payment of bonus at low levels of efficiency,
though encouraging to newcomers, tends to increase unit
labor costs disproportionately at this level of productiv-
2
ity. The Halsey plan by its payment by percentage on
the basis of time saved is particularly adaptable to groups
where there are workers of varying wage levels.
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944 ), p. 42
2. Ibid., p. 42
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Bedaiuc Point Premiiun Plan
This plan was first Introduced In 1916 by Charles
E. Bedaux. It guarantees time wages up to high task, and
for many years the constant sharing principle was used from
that point on. Sharing was usually on a basis of 75 per
cent to the employee and 25 per cent Into a pool out of
1
which a supervisors’ bonus was paid. Most companies
now using the plan have discontinued this practice, the
2
worker being paid 100 per cent of the bonus he earns
.
Bedaux’s plan differed from all prior Incentive
plans In that It emphasized the development and use of
efficiency measuring sticks. This additional feature of
cost control provided management with another control
3
tool
.
The plan also differed from other plans In the
method of work measurement. All work Is standardized on
the basis of units of time; In this plan, a minute Is the
common denominator for performance In all departments of a
company. This time unit Is called a "Bedaux," a "B" or
one of several other names, and Is made up of the amount
of work per minute plus Its allowance for fatigue. There-
fore, the B unit Is composed of a fraction of a minute of
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 1942), p. 250
2. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p. "42
3. Ibid., p. 42
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effort plus a fraction of a minute of relaxation. This
unit varies in time value proportionately according to the
effort necessary to perform the joh in question. Stand-
ards are set so that 60 B’s are task, 80 B's being con-
sidered average for experienced workers. The rate of pay
is also on a minute basis, and transformation into hourly
figures is easily made by dividing the nmber of B’s by
1
6o
.
The Bedaux plan is one of the most costly to ad-
ministrate because the amount of clerical work necessary
for its proper operation is considerable, often being five
or six times as much as for most of the other wage incen-
2
tive plans. Established company-wide, the plan often
is more Important as a production control tool than as a
wage incentive plan. The performance of individuals, de-
partments, divisions, and plants can be compared because
the B as the common denominator offers a basis for compar-
ison. The nature of the plan is such then that companies
which do not go into the plan company-wide fail to utilize
its prime advantages.
The unit of measurement is useful in another way.
This same B unit which is the basis of the Bedaux incentive
plan can also be used for cost records. Standard costs 'can
1. Lytle, Charles W., Wage Incentive Methods
Press Company, 1942), p. 251
2. Ibid., p. 252
(The Ronald
i' cMT . ‘lo eSualm s xo noiJ’osal e eulq cf-iolls
©rio ocf snIb'ioooB \^Iocti:incI;t:ioqo‘iq guXbv ©mlJt al coircBv Jim/-
-biiB^a .iioIJ’sejjp nJ: cfct ©xi^ uiio'iioq oi vi3fca©D©ji
-1100 jvniacf 2*8 08 o'Xb c'8 Oo oarf;! oe cioc ©Tia abo:©
'vxjq "io ©^Bi orIT . 8102I-XOV b©0iioi‘xe^i>:© 'lol be'ieOis
X-Divjcd ocJni noJ;uBnn:ol2nB*i^ Jbxia ^-oleacf eJjonXm jb no oela lX
\b 2*8 ‘lo loajKrn erid^ sniblvib obairi eX Rcmsl'l
I
. 08
-ofi cd xIzcDD dsoixi ©ild lo ono 8± :iBlq xnnjbda OilT
\iB88©ooa d-TOW laoI'XoXo lo drurojits arid eei/aowcf ©dared 8 Inin
ovil snioef aedlo ^oXriBrcoblonoo el xioidB'ieqo' 'isqortq edi nol
-noon! o3flw norldo ©rid ‘lo decci -lol 8 3 rionin ea eonid jcie no
S .
nodlo nalq orid ^eblw-Yxi-s<i^^c>o Xieriellcfadea . arujXq evid.
i
3 ss n.rid Xood Xorednoo noid onbonq a en dn-^idnoqmi ©non ui
-oi)
^
elivubivlQni lo o ona^iioineq oril’ .nalq ovidnyoni ogav
ecuBD‘jcf Jbenoqnoo ©ri oso ednnlq bns ^onoicivib <edii©iodnBq
-iBQiaoo nol si sari a onollo nbdaaimoiiDb nonunoo ©rid ea d ©rid
toiitsqnoo darid norid rioi/e ei naXq ©rid lo ©nL-daxt oxIT .noai
©silidjj od Xial ©Jbiw-Yxiaq;rioo iiaXq arid odixi 03 don 00 £lo.tdw
, eo^adnavoa ©minq sdi
.
^cv norid oxiB ni Xolssi; ai dnamennssea lo dinn ©nl' 1
©vidnooni xoaJbod ©rid lo alsacf ©rid si iloixiw dixuj d eeiBc cirlT
nao'sdeoo iinabxiadd . ebnoosn dsoo nc't besu od oeXa nao nalq
bXxmoH orfT) aboridsM ovidn© onI e?..r.V ^.V< oeXiariO ^oXdYd -X
' fts .q Vt^i^^'X tYxiJsqiiioD eaen^
,
- SaS .q ,.bxcfl .S
I 44
be obtained by dividing the base or hourly rates on a given
operation, group of operations or department by 60; there
being 60 B's per hour in a standard performance. The B's
produced divided into the money spent for direct labor
gives the actual direct cost. Division of the B’s pro-
duced into the indirect labor cost gives the actual indi-
rect labor cost. The B's produced may be divided into the
other overhead items, separately or in a group as required,
1
to obtain other cost data.
Measured Day Work
Measured Day Work is an incentive plan of fairly
recent origin. It became somewhat popular in the early
1930 ‘s when labor unions were strongly opposing the exist-
ing Incentive plans. Although standards are established in
the same manner for this plan as for others, their applica-
tion is different. First, job rates are established in
accordance with rate structure principles. Then, on a
direct proportion or 100 per cent basis, higher hourly
2
rates are set at different levels.
The worker's per cent of efficiency is computed
daily by measuring performance against the standard with
the results being posted. When he reaches and maintains
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 1942), p. 25^
2. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944 ), p. "^2
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a certain average efficiency for a stated period, such as
three months, his base rate is accordingly Increased, and
that becomes his pay for the next three months. His effi-
ciency rating for that three months becomes the basis for
the next period’s hourly rate. Assume a job rate of 80
cents an hour with an average efficiency rating of 80 per
cent, and the plan is such that the worker receives a one
cent increase in hourly rate for each per cent Increase in
efficiency. In the event he achieves an average efficiency
rating of 90 per cent, his wages for the next period would
be at the rate of 90 cents per hour.
While the system enjoyed a brief flurry of popu-
larity, it soon fell into disfavor with the workers when-
ever it became necessary to reduce a job rate when effi-
ciency had decreased. The plan, without the Incentive fea-
ture, is still used occasionally but usually only for mea-
suring production to obtain cost figures and as a measure
1
of individual merit.
Hour- for-Hour or 100 Per Cent Bonus Flan
The Hour-for-Hour Plan features payment to the
worker of 100 per cent of the bonus earned and compares
with Straight Piece Work in this respect. These plans are
actually quite similar; the only major difference is that
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p.
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under the Hour-for-Hour Plan, standards are expressed in
time per unit of production rather than money. This one
change works to maintain the effective simplicity of the
Straight Piece Work Plan while eliminating the disadvan-
1
tages of money rates
.
Earnings can be calculated on either a per cent
of efficiency or a time saved basis despite the fact that
the standard is always in terms of time. As an illustra-
tion of the time saved basis, the standard would be devel-
oped as follows: If it actually takes an average worker
one minute to do an operation, the company would add 25
per cent for Incentive, and the standard time for the oper-
ation would be 1.25 minutes. Performance of the operation
in one minute entitles the worker to a 25 per cent bonus.
However, should he take 1.25 minutes to do the work, he
receives no bonus, only his guaranteed hourly rate, but
he is still qualified for the job.
Computation of the bonus on an efficiency basis
would establish the one minute standard as 100 per cent
efficiency for the normal man. The 1.25 minute performance
would be 80 per cent efficiency. The worker would then be
paid a 1.25 per cent bonus for every per cent improvement
in efficiency. The percentage of efficiency is derived by
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 39
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dividing actual hours into the standard hours; in the ex-
ample given above, one minute equals 100 per cent effi-
1
ciency.
The Straight Piece Work Plan, from which the
Hour-for-Hour Plan is derived, links the time study and the
standard directly to money. While this form of expression
has the advantage of being clearer to the worker, it can be
disadvantageous to the company. In the event of blanket
wage changes, adjusting and correcting the piece rates be-
comes a tedious and costly job. Where the bonus of the
Hour-for-Hour Plan is expressed as a percentage of the
wage, adjustments in base rates create no hardship. The
plan also has the advantage of being more adaptable to
group application where the participants have different
base rates. The Hour- for-Hour Plan has a better psycho-
logical chance for acceptance by workers than the piece
rate plan because the latter, unfortunately, is synony-
2
mous in the minds of workers, with bad wage practices.
1. Louden, J. Keith, Wap:e Incentives (John Wiley and Sons,
Inc., 1944), p. 40-4l
2. Ibid., p. 41
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III. Principles and Problems of Wage
Incentive Installation
Selecting the Plan
After a company has decided upon the policy
of wage payment based on incentive principles, the next
decision involves the selection of which incentive plan
to use. Each plan has both its strong and weak points
j
its advantages and disadvantages. It would be a mistake
not to give all the plans proper and serious considera-
tion. Quite naturally those that are obviously unsuited
should be eliminated from further consideration at the
outset. The needs of the company and workers alike must
be considered, and that plan or combination of plans which
offers the required balance should determine the choice.
If the incentive application is to be on an
individual basis or is to be applied to a group, the mem-
bers of which receive the same base rates, serious con-
sideration may be given to the installation of the Straight
Piece Work Plan. The plan's principal drawback of inflex-
ible money rates then would work little or no hardship.
The plan offers simplicity, definiteness and low operating
costs. Under these conditions, if the "piece rate" conno-
tation is acceptable to the workers, it would probably be
effective. Modern installations of this plan usually fol-
low the practice of guaranteeing minimum wage rates and the
maintenance of standards.
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The multiple piece rate plans, especially Mer-
rick's, are effective when It Is the company's desire to
1
upgrade Inefficient workers. Taylor's plan, with Its
punitive low rate for reduced or faulty work Is apt to
discourage rather than encourage beginners. The Interjec-
tion of different rates for varying degrees of production
on the same job, tend to make these plans slightly more
complex to Introduce and maintain than the Straight Piece
I
Work Plan. The gain of greater flexibility at the same
time sacrifices a degree of simplicity. Multiple piece
rate plans. In their usual application, resort to tables
2
for the explanation and computation of the bonus . Here
again the principle of guaranteeing minimum wages and
standards Is firmly established as being necessary for
proper acceptance by the workers.
The constant sharing plan of Halsey Is adaptable
to applications where the accuracy of the standards Is un-
certain, and the company feels the need of protection
against extremes of very high or very low earnings. The
plan Is looked upon by some as being advantageous because
It encourages beginners by paying a bonus at relatively
low production levels.
The Bedaux and other point plans are effective
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 1942), P^^^
2. Ibid., p. 60
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in companies possessing strong centralized management.
While tangible results accrue to companies through the
plan's incentive aspect, its provision of a common denom-
inator for the measurement of cost and relative efficiency
seem to be its main contribution to production control.
Management must pay, however, for the plan's versatility
"by paying for its greater operating costs. The adminis-
tration of the plan requires the work of a relatively
1
large clerical force. The plan, in order to be fully
utilized, must be applied wherever possible in the company,
otherwise its contribution to cost and production control
would be incomplete.
Measured Day Work, as an incentive plan, has not
proven to be generally successful or popular. The lag be-
tween the time when increased base rates are earned and
when they are actually paid seems to present an obstacle
to its success. While the plan is entirely acceptable to
workers whose efficiency is increasing, it becomes unpopu-
lar when job performances justify a downward revision of
wage rates.
The 100 Per Cent Plan or the Hour- for- Hour Plan
lends Itself to adaptability either on a group or on an
individual basis. It usually calls for the guaranteeing
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2)
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of minimum vages by the company and the maintenance of the
established standards for performance. The Hour-for-Hour
Plan, while retaining the Straight Piece Work Plan's strong
point of paying all of the incentive earnings to the worker,
at the same time is freed from the inflexibility of the
money piece rates. Expression of worker productivity in
terms of efficiency percentages affords a medium of com-
parison between the productive efforts of various divisions
of the company. The plan, therefore, seems to combine the
best aspects of the Straight Piece Work Plan and the point
plans while eliminating their draw-backs . This plan has
the further advantage of offering lower operating costs
than the Bedaux plan. The plan is relatively simple and
easily understood by the participants.
It is not always feasible to select one plan
and then attempt to apply it to all phases of work. Various
departments have problems which may present obstacles to
the application of plans that have proven successful else-
where. Oftentime the company's incentive program is served
best by studying the needs of each individual group and
1
then applying the plan best suited to each group. How-
ever, when it is possible to apply one basic plan equally
well to all divisions, administration is simplified. The
1. Anderson, Kenneth B., "Incentives and Supplementary
Wage Payments," Handbook of Business Administra-
tion (McGraw-Hill, 19311 ^ P* ^5^
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productivity of all divisions can be expressed in terms of
one common denominator, and the company has available a
yardstick by which the relative merit of each group can be
measured. C. W. Lytle summarizes the essentials of a good
incentive plan as follows:
1. It should be just to both employer
and employee, increasing the mu-
tuality of their desires. It should
be positive, not unnecessarily puni-
tive, and so operated as to promote
confidence.
2. It should be strong both ways, that is,
it should have a standardized task,
preferably high, and a generous reward,
the latter should usually be in direct
proportion to employee effort, prefer-
ably more than thJLs for the highest
productions
.
3. It should be unrestricted as to the
amount of earning, that is, the rate
guaranteed against change until the
job is changed.
4. It should be reasonably simple for an
employee to figure, prompt, and clear
in its relation to Individual perform-
ance, as well as practical for shop
procedure. Intelligent employees dis-
like to see excessive clerical work
nearly as much as do employers. The
time period over which efficiency is
averaged should be short, usually a day.
5. It should be flexible and Intimately
related to other management controls.
6. It should be an aid to teamwork and
automatically assist supervision.
7. It should have the employees support
and in no respect be paternalistic.
8. It should have full managerial support
in the matter of production, material
and quality control, maintenance and
non-financlal incentive.
9. It should not be used temporarily in
busy seasons and dropped in dull
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1
times as a means of wage reduction.
Basic Requirements of a Sound Incentive Installation
Wage incentive programs, like any enterprise,
must of necessity be inaugurated and maintained on a sound
basis to enjoy initial and continuing success. In addition
to the principles enumerated above there are others which
should be given proper consideration. Procedures should
be standardized in the department where the installation
is to be made. Incentive rates are on a firmer foundation
if based on standard procedures with the participants being
well trained in the job methods. Standards must be based
on definite quality requirements with direct controls be-
ing established over waste, or they are liable to bring
2
harm to the company rather than benefit.
Security of income is important in the minds of
most workers; therefore, the guaranteeing of base rates is
usually looked upon as being essential to a successful wage
3
incentive program. However, in order for the incentive
to be effective it is generally conceded that there should
be a sufficient spread between the guaranteed base rate
and the normal bonus rate to provide incentive to extra
1. Lytle, Charles W., Wage Incentive Methods (The Ronald
Press Company, 19^2), p. 32-33
2. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 194^), p. "^+8
3. Ibid., p. 46
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1
effort or sustained effort. If the spread is too small,
the incentive to produce is lacking. On the other hand if
it is too large, the reward for increased output is paid
before the production is discernible, thereby resulting in
disproportionately higher unit labor costs.
Workers under an Incentive plan are apt to feel
more secure against unwarranted changes on the part of man-
agement if they are provided with definite, written state-
ments of the company's policies in regard to the plan's
administration. Instruction booklets which outline the
2
company's policies and methods often prove to be helpful.
Provision should be made in the plan for equi-
table adjustments to be made by the company when the work-
er fails to meet the task, and when the cause of the fail-
3
ure is beyond the control of the worker. Tills gives the
worker evidence of the company's fairness and also works to
put pressure on those responsible to maintain conditions at
the standards upon which the job is based.
Whenever it is practicable, the Incentive appli-
cation should be on an individual basis. When this prin-
ciple must be deviated from and the installation is made
on a group basis, less difficulty will be created if the
group is kept as small as possible. If the plan is on an
1. Louden, J. Keith, Wa^e Incentives (John Wiley and Sons,
Inc., 1944), p. Vr
2. Ibid., p. ' 47
3. Ibid., p. 48
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individual basis, the incentive is stronger for the more
capable individuals to exert themselves because they know
that the bonus earnings will accrue to themselves alone.
Should .they fall to make bonus earnings due to factors that
are under their control, they can rightfully blame no one
but themselves. Many group installations suffer the handi-
cap of inefficient workers who tend to discourage extra
effort on the part of efficient workers. The better work-
ers feel that the rewards will not be proportionate to
their own efforts, and the poor producers will benefit by
1
the production of the conscientious workers.
The plan should cover as much of the work in the
department as is practicable. Omission of work that can be
included tends to demoralize the workers who are performing
it because they have no opportunity to increase earnings
by increasing their production. However, when an effort
is made to cover as many of the different jobs as is possi-
ble, consideration and proper emphasis must be given to
certain factors such as: quality, waste, spoilage, ex-
penses, supervision, indirect labor, and excess costs of
operation in addition to direct labor.
Relationship of Wage Incentives to Rate Structure
Modern incentive applications, which guarantee a
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19^^), P«
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minimum wage, are designed to reward workers for production
over a specified minimiam amount. This, of course, assumes
the payment of fair rates of pay for production up to the
1
quantity specified. Wage incentives, to he viewed in
the proper perspective, are not part of base wage rates.
They are not a substitute for differences between low rates
paid and the going rates of the community. The base rate
is payment for a fair day’s work. Wage incentives are the
inducement for a better than normal day's work; payment,
therefore, should make the total take-home pay greater than
that received for normal effort. In the past, and to some
extent in the present, companies have employed wage incen-
tives as a means of increasing a man's earnings without
changing the base rate for the job when it was considered
too low. Misuse of the incentive idea in this manner con-
tributed to the loss of favor for incentives in the past,
and practices of this sort, presently practiced, may lead
to the ultimate failure of plans that would otherwise suc-
ceed. Failure to adjust base rates properly before the
Introduction of the incentive plan, may work to distort
2
the wage structure of the company.
The Incentive plan and base rate structures
should be kept separated both in their preparation and
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p. T6
2. Ibid., p. Id
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determination. J. K. Louden in speaking about this problem
said.
If both the rate structure and the in-
centive plan have been accurately and
equitably established, we have the
ingredients of a successful and har-
monious wage practice and experience.
They should Inspire confidence and
thus gain the trust and support of 1
both supervision and hourly employees.
If an equitable rate structure is absent in a
company contemplating the installation of a wage Incentive
program, proper wage adjustments should be made before the
plan is introduced. In order to rate each job in relation-
ship with the other jobs in the company, an adequate plan
of job evaluation should be selected, and the method of
approach determined. Several key jobs are usually se-
2
lected to serve as a basis for comparison. Detailed
descriptions are prepared for the key jobs and for all the
other jobs. The key jobs and then all the other jobs are
ranked and evaluated, each in regard to its relationship
with the others. The relative value of each job is thus
determined. The rates paid for the key jobs are compared
with those paid in the industry and in the community.
Equitable compensation for the key jobs is established,
and subsequently maximum and minimum rates for the other
jobs can be determined by comparing their relative worth
1. Louden, J. Keith, Wap:e Incentives (John Wiley and Sons,
Inc,, 19^^), p. 19
2. Ibid., p. 17
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1
to the company with those of the key jobs. A procedure
of this sort assures that each job is paid for according
to its requirements of skill, experience, education, re-
sponsibility and whatever other factors may be considered
important.
Relationship of Wage Incentives to Methods Analysis
Methods analysis, and its objectives of work sim-
plification and job standardization, are concerned with the
analysis of work methods in order to determine the best way
of performing the task. In theory and in practice there is
"one best way" to do every job. Methods analysis is the
search for this method. The application of methods analy-
sis or industrial engineering has resulted in immeasurable
improvements in production techniques and work simplifica-
tion in factories and offices alike. It is by the methods
analysis, made in advance of the establishment of produc-
tion standards, that management usually realizes its great-
2
est savings when an incentive plan is undertaken.
The lack of understanding of the principles and
potentialities of methods analysis by workers and supervi-
sion alike has hindered its recognition and advancement.
The shortage of trained engineers and the opposition of
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. IB"
2. Ibid., p. 20
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both management and labor to technological change have pre-
sented obstacles to the work simplification concept. Now^
however, the real worth of this activity is appreciated
more in Industry and is being increasingly recognized in
the office. Improved educational and training programs,
substantiated by definite accomplishments, along with the
Inclusion of both supervision and workers in the program,
1
have hastened its use and acceptance.
There has been a growing tendency to engineer
jobs before placing them on an incentive basis. It has
been found that this practice reduces the number of changes
of standards due to job improvements after the Incentive
plan has been installed. Plant managers, and this should
also apply to office managers who are desirous of main-
taining harmonious employee relationships by paying higher
wages while still reducing costs, have found that savings
resulting from methods analysis are an important contrlb-
2
uting factor toward this goal.
The foundation of any wage incentive plan is
the work requirement. This standard is usually based on
careful work measurement by time study. Time study ana-
lysts correlate the amount of work done with the amount of
time taken to perform it. If the work is Improperly organ-
1. Louden, J. Keith. VTa^e Incentives (John Wiley and Sons,
Inc., p. 20-21
2. Ibid., p. 21
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ized because the method of doing the work has not been
studied, a certain amo\int of waste effort and waste motions
will be Included In the work method.
Time studies taken on jobs which are performed In
a variety of ways and with varying amounts of Ineffective
motions present, offer a very Insecure base from which to
formulate production standards. Standards established on
this basis will force workers who are not able to Improve
their work patterns to perform all elements of the opera-
tions at a higher speed. Including those motions which are
unnecessary. Practices of this sort In the past led to
cries of "speed-up" and worker opposition to Incentive
1
plans
.
After the operation has been studied, the work
simplified as much as possible and the operators thoroughly
trained In the new method of doing the work, the time study
analyst Is In a position to do an effective job. Equitable
rates can be determined with some degree of accuracy when
he does not have to cope with unnecessary motions and a
variety of methods. Thus, establishing the "one best way,"
teaching the worker how to do the work In the new manner,
and then establishing fair production standards which are
Incorporated Into a just Incentive plan, provides the
worker with the Inducement to keep on performing the work
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 22
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in the "one best way." Working on an Incentive basis tends
to discoxirage the workers from falling back into old work
habits and to encourage the maintenance or betterment of
the standard output of work of acceptable quality with a
1
minimum of waste work and material.
J. K. Louden said in relationship to this aspect
of wage incentive installation, a good policy is that.
No standards should be established on an
operation for Incentive purposes until
that operation has been subjected to a
study involving the use of these methods
improvement techniques and the result of
that study placed into effect in a
satisfactory manner. 2
Selecting the Unit of Measurement
Measuring the amount of work done by operators
can be for the purpose of cost analysis and/or for the de-
termination of the bonus earnings on an incentive plan. In
both cases the unit of measurement should be selected care-
fully in order for it to be fully effective. Accuracy in
determining the amount of work done is the primary consid-
eration when deciding which unit of measurement should be
3
used. Since quality, as well as quantity, is an impor-
tant consideration in Incentive applications, it is well
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19^4), p. 22
2. Ibid., p. 23
3. Clark, Wallace, "Measurement of Office Output," Hand-
book of Business Administration (McGraw-Hill.
1931), pT"5H3
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Figure 9
UNITS OP MEASUREMENT FOR VARIOUS TYPES OP OFFICE WORK
FUNCTION QUANTITY MEASUREMENT quality measurement
Handling of Incoming mall in
a Mailing Department
Slitting envelopes One envelope Mutilated envelopes
Remove and date stamp
papers
Nimber of letters or re-
ports
Number not stamped
Sorting Niomber of letters or re-
ports
Errors in sorting
Distribution
,
Delivery stations Number of misplaced letters
Handling of outgoing mail
Collections Number of collection
points on each trip
Variations from schedule
Sorting Letter or report Errors in sorting
Enclosing outgoing mail Nimiber of envelopes Number returned by re-
cipients
Stamping Number of envelopes Postage due returns
Dispatching interdepart-
mental communications
Nimber handled Number of misdirections
Messengers outside the
office
Number of trips Time spent on trips
Piling Department functions
Filing Nvunber
Number
Number
of papers sorted
of papers filed
of papers pulled
Inspect files periodically
and record number of
papers misfiled
Typing of orders or invoices Number
Humber
of long invoices
of short invoices
Inspect and check with-
adding machine
Cutting stencils Number of standard lines
or names
Inspection and checking
Addressograph
Making plates Nimiber of plates Inspection
Printing Humber
hour
of envelopes per Inspection
Duplicating
Multlgraphj Ditto, offset
mimeograph, photostat
Set-up time plus nimiber
of copies per hour
Number of spoiled or
Illegible copies
Order Department
Checking accuracy Number of orders Number of errors overlooked
Enter orders on Invoice Number of orders Number of errors
Extending prices Number of orders Humber of errors
Checking shipments Number of orders Humber of items overlooked
Accounting Department
Posting debits and credits Hxainber of items posted Nimiber of mistakes
Auditing Invoices Number of invoices Nimiber overlooked
Operating calculating or
adding machines
Humber of forms or folios Incorrect transmissions to
machines
Tabulating machines' Number of forms coded
Number of cards punched
Humber of cards verified
Humber of cards sorted
and filed
Number of cards tabulated
Nmnber of errors
Number of errors
Number of errors
Number of errors
Humber overlooked
Handbook of Business Administration. W. J. Donald. Editor-In-Chief. (McGraw-Hill.
1931), P. yH4-8«7
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that a unit measure of accuracy be established along with
the unit measure of output. According to Wallace Clark,
office work may be divided into four main classes: "l. Hand-
ling papers, 2. Correspondence and typing, 3. Clerical and
statistical and 4. Accounting," all of which can be accu-
1
rately measured.
Handling papers includes incoming and outgoing
mall, inter-departmental communications, messenger service,
and the sorting, filing, and finding of papers. Clark
recommends that the iinit of measurement for these opera-
tions be a sheet of paper or several sheets of paper fast-
ened together and considered as one letter or report. The
operations involved in the handling of papers with some
other types of office work along with their units of mea-
surement for both quality and output, are contained in the
chart facing this page.
Operator Groupings and Time Intervals
Although accurate and precise standards are nec-
essary for the success of any incentive program, the method
of using them also contributes or detracts from the success
of the program. Standards can measure the production of
individuals, small groups, large groups, departments, or
1. Clark, Wallace, "Measurement of Office Output," Hand-
book of Business Adminis tration (McGraw-Hill,
1931), pT“BR3
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even major divisions of a large company. The time interval
which is used to calculate the performance may be based on
the job, the day, or the payroll period which may be weekly,
1
bi-weekly, semi-monthly, or even monthly.
General practice is to base the operator group-
ings upon the production practices in use. Workers whose
productivity is independent of others, with the exception
of service personnel, usually are handled best on an indi-
vidual basis. When work is performed by teams, groups, or
lines, the group application is used in which each member
2
shares equally any extra time gained.
When establishing the time interval over which
incentive earnings are calculated, consideration should be
given to several factors which may vary widely within the
Industry the company is a part. Where the relationship be-
tween production and the time it takes is close, the work-
day is considered by many as the time period which provides
the worker with the greatest inducement and which offers
him protection against the loss of bonus that has already
been earned whenever he has a poor production day during
the week. However, there are times when recording produc-
tion on a daily basis is made difficult because of Incom-
1. Dunn, Carl T., "Is the Incentive Correct," Incentives
For Management And Workers
.
Production Series
Number 161
.
American Management Association,
TTPsI. p- 2^
2. Ibid., p. 24
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plete units at the end of the day. It may he necessary in
situations like these to use the job time as the time per-
1
iod.
When the relationship between the time required
and the amount produced is not constant, the standard may
be based on averages. A sufficienty large time period
should be used in standards of this type so that the bonus
actually reflects the extra effort and not only just better
than average working conditions. When variable conditions
such as these are encountered, a week is often selected as
2
being the best time period for the incentive computation.
Establishing the Standard
J. K. Louden stated that the primary piirpose of
an incentive system is, "to offer a financial Incentive
for a worker or a group of workers to produce work of an
3
acceptable quality over and above a specified quantity."
This "specified quantity" or standard is the keystone of
the whole Incentive plan. The plan's success or failure
depends, in a large degree, upon the fairness and accuracy
with which the standards are set and whether or not they
1. Dunn, Carl T., "is the Incentive Correct," Incentives
For Management And Workers , Production Series
Number lol
.
American Management Association,
(1945), P. 25
2. Ibid., p. 25
3. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 13
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are guaranteed against unwarranted changes.
In order for the plan to elicit and deserve con-
fidence, each worker must not only know that the standards
are fairly established, but also that the task requirements
of his job are reasonable in comparison with those of other
jobs. He should know that regardless of what job he may be
assigned to, he will always find that the new tasks are com-
parable in their demands on his energy and skill with those
of his preceding job. He should be given assurance that
the standards will not be changed if conditions do not
1
change regardless of his performance on the job.
The success of the plan requires not only the
maintaining of standards but also the rigid maintenance of
the specified conditions. Laxity on the part of management
in performing its part of the bargain can be as unfair on
incentive workers as the unjustifiable changing of stand-
ards. Job conditions and standards should remain unchanged
unless there are good and just reasons for adjusting them.
The establishment of unchanging standards re-
quires that they be based on facts derived from careful and
thoughtful analysis. Incentive plans are jeopardized from
the outset if their standards are based on past performance,
what other comimnles are doing, snap judgements or unstudied
1. Louden, J. Keith. Wap;e Incentives (John Wiley and Sons,
Inc., 19kh), p. 13
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1
opinions. Although past performance figures may he
helpful as a rough check on accurately determined standards,
they contain too many variables to provide the actual basis
for the standards. Many times it is impossible to evaluate
properly the personnel upon whom the production figures are
based. Absenteeism, soldiering, and exceptionally ineffi-
cient or efficient periods further tend to complicate and
distort the figures. Other variables which include such
factors as supervision, equipment, working conditions, type
of work and methods also contribute to the inadequacy of
the figures
.
Work is, for the most part, a combination of men-
tal and manual effort with the relative amounts of each
varying among different jobs. This effort is expended over
a given period of time. Manual work, whether in factory or
office, can be measured with considerable accuracy. The
results of work then, regardless of the energy expended,
determine its value. It is the individual’s productivity
that greatly measures his worth whether he works for an-
2
other or for himself. Accomplishment is the result of
the application of effort, and since both the intensity and
duration of the effort Influences the accomplishment, the
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 19^4 ) p. 14
2. Barnes, Ralph M., ''Is the Rate of Output Right?,"
Incentives For Management And Workers . Production
Series Number I6l, American Management Assoda-
tlon~ (ig'ts), p. 11
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measurement of work done should consider both quantity and
time
.
Authorities on wage incentives are practically in
complete agreement that time study is the only satisfactory
method of determining what a standard day’s work is. The
use of standard data and standard time values, when care-
fully defined, is also satisfactory if the information has
been derived from time studies. The accurate use of stand-
ard data to compute time standards offers a technique which
requires less time and which is likely to produce more con-
sistent results. Standard data, however, should be used
in only those installations where it is economical to com-
2
pile and validate them. Standard data can be useful to
a company in many ways; the following have been advanced by
J. Keith Louden:
1. Basis of standards used for estab-
lishment of wage incentive plan.
2. Basis of standards used for devel-
oping standard costs.
3. Basis of standards used in devel-
oping operating budget.
4. Making cost estimates.
5. Data in redesigning plant layouts,
process equipment, and products.
6. Basis for the development of stand-
ard data for use in all departments
and plants
.
1. Barnes, Ralph M., "Is the Rate of Output Right?,"
Incentives For Management And Workers . Production
Series, Number T5i, American Management Associa-
tion, ( 19^5)7 P- 12
2. Ibid., p. 12
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7. Preparing production schedules
and plans
. 1
Standard performance is the amount of work the
employer expects in return for the worker's guaranteed wage.
When an incentive system is used, the worker receives a bo-
nus which is in direct proportion to his output beyond the
2
established standard. These standards are what a normal
worker is expected to do in the performance of his job.
The worker, upon whom the standard is set, should possess
the normal mental, physical and skill attainments called
for by the job. Establishment of the standards should be
done on a fair and equitable basis. Excessive exertion and
concentration should not be expected, but an average day's
3
output should be required.
Time study procedures have been well standardized
for the most part. The operation to be analyzed is broken
down to its elements, and these elements are timed with a
stopwatch. The pace at which the person worked while being
timed is recorded. A representative time is determined for
each element. The information recorded in relation to the
pace observed by the analyst is used by the time study man
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19^4) p.
2. Barnes, Ralph M., "is the Rate of Output Right?,"
Incentives For Management And Workers
.
Production
Series Number 161
,
American Management Assocla-
tlon (19^5), P* 12
3. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19^^), p. 23
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as the basis for his "effort" or "performance" rating. The
rating factor Is applied against the selected time to ob-
tain the normal time
. The nonnal time thus derived is the
time a normal worker, working at a normal speed, should
take to do the job. The standard time is computed by add-
ing to the normal time allowances for personal time, rest
from fatigue, and, when needed, for delays. The standard
time is expressed in terms of quantity and time, usually
as minutes per piece or units per hour.
Although time study is looked upon by many as be-
ing the most accurate method of determining standards, it
too is subject to criticism. While the stopwatch and ana-
lyzing techniques can be developed by training, the judge-
ment factor that is necessary to adjust the study to normal
conditions is subject to wide variances. It is difficult
to maintain normal conditions, and it is almost impossible
to select a truly normal worker. It, therefore, becomes
necessary for the time study man to grade the performance,
either up or down, in order to establish an equitable rate.
This ability to judge varies among analysts. Some are len-
ient, while others are stringent in their interpretations;
others are in between. This phase of time study calls for
1. Barnes, Ralph M., "Is the Rate of Output Right?,"
Incentives For Management And Workers
,
Production
Series Number 161
,
American Management Associa-
tion, (1945)“, P. 12-13
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1
supervision on the part of management.
It is management *s responsibility to select only
properly qualified men to he their time study analysts and
to see that they receive adequate training. The establish-
ment of rigid procedures and constant training on princi-
ples, coupled vlth the ceaseless checking of one analyst
against the other, is necessary to obtain real uniformity
2
of study within the company. Corrective measures should
be taken when necessary so that the time study men will set
3
cons i s tent s tandards
.
An established standard should never be subjected
to bargaining or negotiating. A standard for the work nec-
essary to perform an operation should be determined as
thoroughly and accurately as possible. Subjection to in-
fluences that may distort its validity will tend to jeop-
4
ardlze its success.
Standards, to be established both consistently
and accurately, must be determined according to tested and
accepted procedures. Listed below is a summary of J. K.
Louden’ s requirements for the establishment of accurate
1. Louden, J. Keith, Vage Incentives (John Wiley and Sons,
Inco. p. 24
2. Ibid., p. 24
3. Barnes, Ralph M., "is the Rate of Output Right?,"
Incentives For Management And Workers , Production
Series Number 161
,
American Management Associa-
tion, ( 1945 ) , P. 13
4. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 27
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work standards:
1. The proper organization of the job
based on the findings of thorough
and complete motion study.
2. The proper training of the operator
in the new method of work.
3. The competence and ability of the
engineer making the study.
4. The degree of accuracy attainable
under the particular time study
procedure and techniques used.
5. The proper and constant maintenance
of standards in accordance with
changes Introduced into the opera-
tions .
6. The adherence of new standards as
they are developed to the established
normal output level to the degree
possible, using present methods and
techniques . 1
Quality Control in Incentive Ins tallatlons
A common objection raised against the introduc-
tion of a wage Incentive system is that the quality of work
will suffer. If quality and material usage factors are not
fully considered in developing the plan, this objection can
be substantiated. Failure has plagued past installations
that have overlooked this consideration. However, ade-
2
quate provisions against this contingency can be developed.
It is necessary to establish quality standards and to make
provision for their maintenance before the measuring and
recording of any kind of office work is attempted. Failure
to make proper provisions may lead to Increased production
1. Louden. J. Keith, Wage Incentives (John Wiley and Sons,
ino., 19M)7 p:25
2. Ibid., p. 140
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at the sacrifice of quality. Accuracy and appearance are
1
the prerequisites of quality in office work.
There are several types of quality control; a few
of which are as follows: "(l) Non-financial type of control "
is used when quality or waste are not of great importance.
Educational and training programs in conjunction with the
pos.ting of the workers’ accomplishments. "(2) Payment of
production incentive earnings on ’ good ’ production only"
is enforced by eliminating from count the units that do not
meet the quality standards. This type of control is effec-
tive when labor cost is the dominant factor. "(3) Payment
of production incentive earnings on ’ good ’ production only
wl th salvage time Included as work time " is a more restric-
tive practice than the preceding one. Full production cred-
it is allowed after the unit has been salvaged^ re-processed
and passed inspection. "(^) Payment of incentive for re-
duction of waste or conservation of materials " is used
where the value of the materials used is relatively high
and the worker exercises control over their use. "(5) Pay-
ment of incentive on ’ good ’ production only with the fail -
ure to meet the established waste s tandards acting as a
penalty" is used to curb waste when production increases
under the incentive urge. In this type of control the
1. Clark, Wallace, "Measurement of Office Output," Hand-
book of Business Administration (McGraw-Hill,
1931), pTBBs
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major emphasis is on output hut where material costs are
1
also fairly high.
Definite standards of accuracy can he developed
because errors can he measured and expressed in quantities.
The number of errors committed by a worker indicates the
extent of his departure from these standards. The stand-
ards vary in their stringency, of course, according to the
nature of the work and the policy of the company. For ex-
ample, the standards would be absolute accuracy for the
preparation of Invoices which are to go to customers. In
establishing monthly balances of controlling accounts,
errors up to $50 niay constitute satisfactory accuracy. In
any case the Important thing is to have the standard of
accuracy written down and thoroughly understood by the
2
workers
.
The appearance of work, which consists mainly of
neatness and legibility, usually cannot be measured accu-
rately. Standards of appearance are usually defined in
written instructions which are as clear as possible. Work
is inspected and compared with these standards of appearance
3
by the application of judgement rather than measurement.
The habit of maintaining quality should be en-
1. Louden, J. Keith. Wage Incentives (John Wiley and' Sons,
Inc., 19^4), p. 132-l4d
2. Clark, Wallace, "Measurement of Office Output," Hand-
book of Business Administration (McGraw-Hill,
1931 ), pT5^3
3 . Ibid., p. 883
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grained in the worker before participation in an incentive
plan because it is apt to be difficult to change bad work
habits after the worker has been once induced to greater
production. All workers should be thoroughly trained.
The actual work to be done must be explained to the worker
so that he is completely impressed with (l) the purpose of
the work, (2) the relation of his particular operation with
the other work being done, ( 3 ) the relative importance of
the various aspects of the job and, (4) the method in which
it is to be done. The best arrangement of the work place
and the necessary operation should be thoroughly taught
as well as the best motions needed to perform the work
properly. The correct sequence of motions is taught and
only then should the habit of speed be developed. Insis-
tence on accuracy must be maintained at all times and so
thoroughly engrained that it becomes a habit.
ov^jrioorU riB al ^lolocT 'i&:>t'iov 3rlci itJ: bsiiis'i^
ii‘iov bi'-Cf cJ Xi/o xb ocf oc) o'ciii cX XX o2jjijo©(f niiXQ,
'IoX.so'jl3 Ou £>30{J'i)XiX oDfio ftv)©cf D£iil 'iyvi-icw orfo ^iocj'iiSt eXldarf
.bL-i'tXo'iX vXii;)i;c*ioiIX od bXxicrle e/ioiixov IX Af .aoXX oifborto;
"iQ>^icw enX oX Jt>6iilisXqx:c ocT-Xsi;'.-! ouoo.' oci oX itiow IsuXoii ©iXT
lo ©soc^ir/q otlo (X) riolw boBso-iqinX Y-Et'>Xt.)Xqtnco eX or! oe
i^:X ’w aoXv^^tf^ jq© rcfiXuoXX^Xijq sXii 'io noXXBXai 'oriX (s) ^:I*iow oiiX
Xo uoasXXcquiX ©vXdisX&'i ©rlX (^.) .enob ^nX©tf 2i*iov ^©xIXo ©rlX
rioXflw ni fiOrfX^m uilX (^) ,bxv. cfot ©rlX Xo eXoeqsB si/ci^irr; erfX
ooBlq ijI'Xov odX'Xo Xiiea&j^ti-STniA Xaeo’ sriX' .©nob ©tf oX cX XX
Xflp^jeX -^Xiicao'iQriX ©cT bXxrcris noXXiJ-ioqo ^'iBessoen ©rid ba^
%
tii:i cnoVioq oX beheea crtoiXcm Xeecf odX er XXfev ca
bna XxIjjUfiX cX enoXXom lo woncjjpoe Xos^i'id© .i>f{T .•:I'x&qoT>:
-sXaixX • jqoXo7©b ©cf boGQc Xo Xidi'-i*. oxiX bXiroiis xttxiX "^ijXfso
/
oe bn-a eeniXX IXb Xfl boxiX -^XfiX^'iin ©cf Xxixxm -^tomujoB no ooii©X
.XXcfBxl B eemoobd XX XxJtiX b©nXe'xr./i& '^XriauoxoriX
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IV. Wage Incentive Installation
Introducing: the Plan to the Participants
Successful administration of wage Incentive plans
depends in no small measure upon the manner In which they
are first Introduced to the participants. In the formula-
tion, introduction and administration of the plan. It should
always he remembered that the financial desire Is not the
only motivating force In the lives of the workers. Such
emotions as self-respect, respect for others, self-expres-
sion, justice, social pressure, loss of job or prestige and
1
others should not be overlooked. If proper considera-
tion Is not given to these factors, they may well, in time,
affect the success of the plan.
As In the methods used to engineer the job and to
set the standards, management's procedure when introducing
the plan to the worker should work to inspire confidence
and enthusiasm In the workers. Group meetings can be held
with the participants prior to the Installation at which the
fundamentals, as well as the working details of the plan,
should be carefully and completely explained. If the plan
Is fairly formulated and Is based on accurate and just
standards. It should be well received by the workers.
The Liquid Carbonic Corporation has adopted an
1. Smith, Elliot B., "Compensation and Incentives," Hand-
book of Business Administration (McGraw-Hill,
1931), P. 1167
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educational program, the primary objective of which is to
dissolve the mystery in the minds of workers about time and
methods study, rate setting and bonus systems. They use a
technique of simple conference programs supplemented by
presentation to each worker of a helpful, four page booklet
1
entitled "Aids to Earning a Bonus."
Discussion groups hold monthly meetings with
methods men and employee representatives in attendance.
The questions of any member can be brought up at these
meetings, and they are answered as fully as possible. The
subjects of these meetings include rate structures, better
methods, time study techniques and related phases of indus-
trial engineering. These meetings are in addition to peri-
odic visits of the time study supervisor to the different
work groups to explain things directly to the worker on his
job.
The company has found that by explaining the prin-
ciples of elemental methods study to the workers, an in-
crease in the number of acceptable suggestions has resulted.
The explanation of time study technique and rate setting
methods has resulted in the complete acceptance by the
2
workers of the company’s bonus plan.
Many companies have foiind it advantageous to
1. "How Union and Workers 'Bought' Time Study and Bonus,"
Factory Management and Maintenance (October, 19^7),
p.
2. Ibid., p. 75
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supply the workers with manuals or sets of rules for the
plan when it is inaugurated. Company policy is definitely
stated in these manuals, and the duties of management and
workers alike are clearly set forth.
If a manual of procedure for the installation is
used, it should be so prepared that it contains a clear
description of the plan, its policies, controls and stand-
ards. The purpose of the plan should be stated, and its
1
scope defined. Illustrations of various earnings often
prove helpful as this aspect is one which will interest the
2
workers most. The policy section of the manual should
state the company's policy fully and clearly, and all wage
incentive plans used by the company would be governed by
these policies. Special sections should be Included if
3
unusual Installations are made. The manual, to be com-
plete, should contain other sections which further explain
the plan and its workings to the participants.
A bonus accounting section should be included
which shows how production is measured and how the earnings
are calculated. The Inclusion of several sample bonus cal-
culations tends to make the explanation easier to under-
stand. Supplying the participants with samples of all the
1. Louden. J. Keith. Wage Incentives (John Wiley and Sons,
Inc.,
2. Lytle, Charles 'W., Wage Incentive Methods (The Ronald
Press Company, 19^2}, p. I 30
3. Louden, J. Keith, Wa^ Incentives (John Wiley and Sons,
Inc,, 1944 ), p. 80
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forms to be used, and instructing them in the method of com-
pleting those which they have to prepare, will expedite the
plan's inception. The importance of correct production
counts should be demonstrated by showing what accuracy
checks are used. The section should also Include detailed
descriptions of all calculations including the regulations
concerning the posting of bonus information. Allowances
for various delays should be enumerated, and the plan's
provisions for deviations from standard working conditions
1
should be set forth.
A participation section, which defines upon what
basis individuals are included under the plan, should be
included. The qualifications of the participants would be
listed in this section, and their place in the organizational
set-up explained. It would also state whether the plan is
based on the performances of individuals or groups and the
2
reasons for so establishing it.
A standards section where the standards of the
plan are fully supported by detailed data should also be in-
cluded. It should be so organized and compiled that it can
serve as a ready reference to the worker. Each standard
should be fully described clearly and concisely. The job
covered should be thoroughly described as to what opera-
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 19^4), p. Hi
2. Ibid., p. 8l
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tions are included_, the materials and equipment used and
the quality standards required. Then, if changes from the
established methods are necessary, no questions will arise
1
if the rates have to he adjusted to conform with them.
Announcement of the plan’s Inception date and
distribution of the manuals or plan Instructions should
be followed by a meeting between the participants and prop-
er representatives of management. Employees should be en-
couraged to express their views freely at this conference.
It is easier to overcome objections once they come out in
the open. Many times the objections to certain phases are
valid, and the time to make corrections is before the plan
is started. When the number of workers affected is large,
departments or operation groups may be conferred with
2
separately.
The introduction of a wage incentive plan to the
workers for the first time is often made easier if intelli-
gent and influential employee leaders are won over and put
on the new plan one by one. If these leaders are convinced
of the plan's fairness and are able to increase their earn-
ings under it, they will cause their friends to seek the
same 'opportunities . The plan should not be introduced
hastily; following a policy of being "slow but sure" will
1. Louden. J. Keith. Wap:e Incentives (John Wiley and Sons,
Inc., 19^)7^^
2. Lytle, Charles W., Wapie Incentive Methods (The Ronald
Press Company, 19^2), p. I30
Jbn i jAU u ' i.-JiUj..' upo biL ' Gi'f orW •bjJloxu- o'ii.j xiiiuJu
/
'
I
.
1
:.:r
.
'y J iiuc'i j.j ;,o. :•. d*;r Oo t)V i.i sodiit one
Oi
.
* 0(j ' .Oj.w V. ’i!'-'. 3i-o ,fO o JiUPOilycifi-
1 fc *.>
-
V* ^ > ..vJ V i..,.' VCD r r* <(tn .<:x piJ 'io ;lu.‘ J t/ul'i::; n jji'
_ £•; ";££ ^ ; lu *1 jVoO't jnri K ;(f Pi.VO r.j.w'1 u<r
-
f*
C. r; L 7j.r ..'tC
<
U i .' \ ^ 'C ..n* : ‘I j
• - X i JO ::i " 0 . nvj.^v •X-ti 1 ciO < : ' * U ) ' , T' L i- 'O
a .', Prjo o:-roo ‘.o . . tin: j j- !,ap erxo
)
:.-YO Od ‘lolv.no i;.!. u l
^
:
r. i-i;.,
;
:(...I
' i ,r; tc;j :‘ O' .do DIS'i »i utn 'IJ •.il’V . . VTO r.rlj
J'D r i '(( 1.1 r. t .A.*t J t ioo t* V -Vi I L \ ‘ ; j jdu '. >. ! j 1 .pr.;7
1
£ - •- hr;i ^ \ • X ci ' . % .U- 'i&utufi. '* i ‘ .1 t , • 0O Ci 'x k,‘ B ...
u :x mo > j
.
-.fi 3
.
fo' : V 1.'^ - U VjC'jd.t..' ‘j[ -/ kI
I
.'
•
j (.'C' c. OVl.J- 1. on.' ;j ../ '
t
‘
•
'
• * opjf
- c .». •£ ? lee-ai
4
:[ .i .: ... -i.’. O lo' :r irj ' .1 O-lJ 'I '1 ;iLO
*"< *
,
"V
* •
.• * k *1
:t;u j bi.-J £ ;Vj .'. j- . . i: > : - -t : .; Jiiij/tr..,!.r * * a ao’:
_»>*>:j/i.i. 'v’lIU fJ5 ,r* i r.'':‘jii. . .
~
.
. o J. . . • '
»
.oC, 1 . jtU. no
-
-V •£ J. J 3 i„ac‘ihnX < »' o,r.u ^ '.: i> r..") Bu:v - ,
'
V., -...i J- lo
'CilJ V j .. ) .. X 'Milord'- ^roPio i.t:>.\. , a(i : I'lbiut
1> -v .' C 4. ^ • It J.:
0:[r.
.-..I, la:']' • 1. .Lap."*' LL><.lCO‘ ojj r:
r. ;;A” 't'i 'j'a ci-r;d i/'. }^- ;:nU9.d ‘io X.Zo^ t ^./oXIo'.1 -.M
? •
'.0<. ;£1
'
-^low) J. ;.' ' V'
'
'
.X ;:'L! • .
\ ;TT V( ^ . ).\L 1
. r.,,iofI ‘“"/.iv ’ll ’- -
.
•
:
.. '0£
'tlJ .O.Cc
,
>
,
• ^
u>; .aioT*:^
.Wl
80
1
most often prove to be the best way.
Making and Keeping Good Employee Relations
The success or failure of the plan, regardless
of how well conceived it may be, will also depend upon the
effectiveness of the administration of the plan in regard
2
to retaining employee good will. The relationship be-
tween good employee relations and wage incentives presents
a very complex problem. The history of this relationship
in the past does not make very pleasant reading in many
cases. It is to be hoped that present and future applica-
tions of wage incentives to plants and offices alike will
benefit from those unfortunate experiences.
Upon analyzing all the aspects of employee re-
sistance to wage Incentives, it is often found that the
single greatest element is "fear." Fear is expressed in
many ways, most of which are understandable and many of
which are justified when past practices are considered.
With understanding and patience all these fears can be sur-
mounted and removed. They are, in many Instances, un-
founded, and their continued presence in any plan is an
indictment of management's inability to Install, carry on
1. Lytle, Charles W.
,
Wage Incentive Methods (The Ronald
Press Company, 19^2 ) , p. 130
2. Sylvester, L. A., "Keeping the Incentive Plan Under
Control," Factory Management and Maintenance
(June, 19^5) ^ p. 100
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and interpret the plan in the best possible manner. In
outlining the duties of management, J. K. Louden said.
It should be a fundamental policy that
before any work is done, the workers be
fully informed of what is to be done,
how it is to be done, and the goals
sought. Furthermore as each step is
taken, it and its results should be
fully discussed with them and the
progress be made only as fast as the
workers can absorb and assimilate it. 2
In order to combat fear effectively, its pattern
and the nature of its expression must be understood. Fear
which causes resistance to the introduction of incentive
plans is expressed in many ways. Some workers feel that
the plan will de- emphasize their jobs to such an extent that
their knowledge and skill are no longer valuable. Others
feel that their health will be affected because they will
have to work at paces which are injurious. Unemployment
due to a reduction of the work force is feared by some.
Fear that failure to meet the standards every day will result
in dismissal is felt by others . Some feel that the whole
plan is a "speed-up," and that as soon as production in-
creases, the rates will be cut so that they will be forced
3
to turn out more and more pieces for the same money.
There are four groups that will be responsible
for the success or failure of the plan; they are management.
1. Louden, J. Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 29
2. Ibid., p. 29-30
3. Ibid., p. 30-31
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supervision, the engineers of the plan, and the plan’s par-
ticipants. Should any of these fail in their duties, the ~
whole plan could collapse.
It is the responsibility of management to have
its policies well in hand before the program is inaugurated.
Management should be prepared to discuss these policies with
the employees before any work is started on the incentive
basis. Clear statements outlining management's objectives
and motives, will go a long way toward dispelling many of
the workers' fears. These statements should include the
following subjects: the general objective of the study,
job security, dislocation of skill, establishment of work
standards, rate cutting, attitudes of supervision and the
1
work of the engineers.
There is generally more than one aspect to the
company's objective. Of primary Importance to the company
is the desire to lower cost and thus improve the company's
competitive position by the use of work simplification.
Assurance of the company's success will act to protect jobs
and earnings to a maximum degree. Careful methods and time
studies of each job are contemplated with the objective of
formulating a so\md Incentive plan. Management should
assure the workers that they will be fully Informed at all
1 . Louden, J. Keith. Wage Incentives (John Wiley and Son,
Inc., 1944 ), p. 30-3^
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1
times and will be. In effect, partners in the studies.
In regard to job security, management should
assure the participants that no one will be dismissed as a
direct or Indirect result of the study. In the event It Is
necessary that some one be released, management should fol-
low the practice of transferring the individual concerned
to a job that Is as near as possible to his rating at the
time of release. Management should promise to keep workers
on jobs of comparable skill to the ones they are performing
as far as possible, in order to alleviate the fear of their
skills being de- emphasized. Whenever it is necessary to
transfer workers to jobs of different skill requirements,
it is the duty of management to see that the workers are
2
thoroughly trained in the methods of the new job.
Work standards should be fairly set, and the work-
ers Informed of how they are established so that they can
satisfy themselves that they are just. A channel of appeal
should be provided so that errors made in the formulation
of the rates can be adjusted. In order to overcome the
fear of not being able to meet the standards when they grow
older, mans-gement should institute and guarantee a program
of transferring older or slower workers to jobs more in
3
keeping with their abilities.
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19hh), p. 31-32
2. Ibid., p. 31
3. Ibid., p. 31
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In connection with performance against equitably
established standards^ it Is only fair that consistent
under-production cannot be countenanced. Occasional devia-
tions from the standards should be overlooked. Frequent
variations in output should be analyzed^ and efforts made
to help the worker overcome his difficulty either by im-
proving his performance on his present job or by transfer-
ring him to a job for which he is better suited. To dispel
the fear of rate cutting^ management should definitely and
clearly guarantee the maintenance of standards. The only
justification for adjusting standards should be a change in
the standard method of performing the job.
Management should see to it that the supervisors
are well trained in all aspects of the plan. The super-
visors should be "sold" on the plan to such an extent that
their enthusiasm for it is transmitted to the workers. It
is the supervisor's duty both to guide and inspire the
1
worker.
Management should carefully select the engineers
who will study the problem and install the plan, to be cer-
tain they are capable of the important task they are to
perform. Thqr should be well trained in every aspect of
the work so that they can be depended upon to be thorough
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 1944), p. 33
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and accurate. The engineers should be friendly, diplomatic
and fair in their relations with all concerned in order to
Inspire and merit the confidence of the workers being
1
studied.
Companies can strengthen their employee relations
if they will tend to favor the worker in all decisions which
affect him. This, of course, does not advocate i^aternalism
but rather the adoption of a policy of giving him the bene-
fit of the doubt. A worker is at all times in a position
inferior to that of management. He is always at the mercy
of management's whims. He can be terminated, demoted, cen-
sured and buffeted about without recourse on his part. Un-
less, his inferior position can be compensated for by some
other means, whether or not management sees fit to exercise
its prerogatives, he may acquire a persecution complex of
2
varying Intensity which will only magnify the problem.
An incentive plan is essentially dynamic. Condi-
tions vary constantly; sometimes their change is impercep-
tible, while at other times a problem develops rapidly and
demands an instant solution. Many of these problems con-
cern the employees working under the incentive plan. The
participation of employees in the solution of problems af-
1. Louden, J. Keith. Wa^e Incentives (John Wiley and Sons,
Inc., 1944), p. 34
2. Lincoln, James F. , Lincoln's Incentive System (McGraw-
Hill, 1946), p. 152
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fecting them has been a moot point for some time. This
method of solving mutual difficulties can pay big dividends
to both employers and employees if they will discuss the
problem intelligently and sincerely, and approach it with
1
open minds
•
This relationship should not be embarked upon,
however, until both groups are mentally prepared for it.
Employees must learn to trust the motives of management
and believe in their sincerity if mutual accord is to be
attained* They must feel free to state their exact posi-
tion and not feel that they are ham-strung in any way. Man-
agement must rid itself of the feeling that its position
endows it with superior knowledge and must recognize the
rights of the employees. If both parties recognize that
working together is a step toward Improved relationships,
2
then there is real hope for success.
The Importance of Wa^e Admlnls tratlon
Proper and effective wage administration is nec-
essary for the successful operation of the incentive plan.
The original principles of paying fair base rates for nor-
mal production should be followed. The conditions under
which the wage structure is formulated rarely remain static.
The program should be sufficiently flexible to provide for
1. Louden, J. Keith. Wage Incentives (John Wiley and Sons,
Inc., 19kh), p. T5H
2. Ibid., p. 159
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the expected changes. The Incentive plan usually makes
provision for the adjustment of rates when changes in the
1
method of performing the work warrant it. The base rate
structure likewise should he capable of amendment when
changes in job specifications or "market rates" occur.
Changes of this sort should also be reflected in the bonus
rate for the job if the premium is based on money rates.
The procedure to be followed for equitable base rate and
bonus rate adjustments should be made clear to the partici-
pants at the outset so that should changes be necessary,
their validity will not be questioned.
The Importance of Standards Administration
Those entrusted with the administration of the
incentive plan should constantly guard against changes in
work requirements which are not accompanied by comparable
changes in the standards affected. When the work require-
ment changes in such a manner as to cause the standards to
become too "tight," the workers will generally Inform man-
agement about the condition. The real danger to manage-
ment arises when work requirements diminish with the result
that standards become too "loose."
In the case of planned changes, the jobs affected
should be carefully re-studied so that the proper adjust-
1. Louden. J. Keith. Wa^:e Incentives (John Wiley and Sons,
Inc., 194i)7^ 79^^50
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ments in standards can be made. The reason for the change
should be fully explained to the employees affected well in
1
advance of the change. Should re- training of the work-
ers be necessary, that too should be taken care of In ad-
vance of the change. If It Is necessary to revise the
standards either upward or downward as a result of the
change, this revision should be made as soon as possible.
Failure to correct the standards immediately can prove
troublesome. The retention of "tight" standards for an
unreasonably long time is apt to cause discontent among the
2
workers. Procrastination in the proper adjustment of
"loose" standards may lead to objections from the workers
when the change is finally made because they may have for-
gotten the job changes which justify the revision.
In the event that the work requirements are
changed as the result of a suggestion, it is usually not
considered a sound practice to retain the old standard as
a means of rewarding the worker. Workers should be paid
direct rewards of cash for their acceptable suggestions.
The standard then should be revised to Incorporate the idea
3
and to correspond with the change in work requirements.
Abrupt and noticeable changes can be handled dl-
1. Louden. J. Keith, Wage Incentives (John Wiley and Sons,
Ino., 194i)7^B2
2 . Ibid., p. 83
3 . Ibid., p. 83
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rectly In the proper manner. Changes that are difficult to
handle In an economical manner are the so-called "creeping
changes." These constitute small infrequent changes In
operation which, if ignored, can have a cumulative effect
on the standards. It would he Impractical, and virtually
impossible, to measure each of these changes and revise the
standards accordingly. Many companies face this problem by
establishing a yardstick for changes. For example, ma,nage-
ment may adopt a policy that a change in operations must
have an effect of ten per cent or more on the standard to
warrant its adjustment. If the change falls below this
minimum, it is recorded on a standard sheet, and when suf-
ficient changes have been accumulated to make the ten per
1
cent change, the standard is corrected.
The Supervisor’s Responsibility for Incentive Administration
Supervisors are often relieved of some unpleasant
duties by the installation of incentive plans because they
tend to Induce self-discipline on the part of the workers;
yet many of the old responsibilities remain with some new
ones being added. The responsibilities of the supervisor
are many and varied; following are what are considered by
some to be the most important:
1. He shares the responsibility of selecting and properly
training the worker for his job with the department
1. Louden, J, Keith, Wage Incentives (John Wiley and Sons,
Inc., 1944), p, 84
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concerned with training.
2. He co-ordinates the functions of the staff representa-
tives making the studies
^
with those of the line repre-
sentatives in his department.
3 . He sees that proper equipment, materials and work places
are provided, and that they are maintained sufficiently
well to meet the quality specifications.
4. He works with the methods department to establish the
procedures for the job and then makes certain they are
followed.
5 . He maintains checks on work received from other depart-
ments to see that prior processings do not have detri-
mental effects on his workers.
6. He authorizes- all extra work permitted due to off-
standard conditions.
7 . He investigates and passes on requests for time allow-
ances for off-standard conditions and works with stand-
ards representatives to determine the correct allow-
ances .
8. He Informs the standards department of changes in con-
ditions and aids in the making of necessary adjustments.
9 . He makes certain that all necessary records are sent
to the payroll department on time.
10. He aids the time study analysts in determining what
constitutes proper allowances for learning time for
new workers
.
11. He aids in the selection of the operations that are to
be included under each group, when the Incentive in-
stallation is on a group basis.
12. He aids in the selection and training of the group
leaders
.
13 . He aids in the investigation and correction of the
causes of failures to meet performance standards.
14. He does all in his power to keep straight time work at
a minimum.
t
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1
15 • He cooperates In the maintenance of quality.
The Methods and Standards Department’s Responsibility for
Incentive Administration
In most offices where the installation of wage
incentives is a fairly new concept, the establishment of
standards is considered part of the duties of the methods
department. Companies that have had incentives in the plant
for some time and have only recently extended the concept
to the office, usually are already served by a well- trained
time study and rate setting department. Engineering of the
job is usually done by a separate methods department.
Whichever organizational set-up is used, or if other groups
are charged with the responsibility of engineering the jobs
and maintaining standards, certain responsibilities are in-
herent with the functions. Following are some of the most
important:
1. The application of incentives to operations where per-
formance can be measured directly.
2. The development of a sound system of application, reg-
ulation and control for the incentive plan.
3. The maintenance of the standard methods and procedures
by constant vigilance.
4. The investigation, authorization and determination of
extra time allowances for off-standard conditions.
1. Wollam, G. Z. "Responsibility for Incentive Administra-
tion." Factory Manap:ement and Maintenance (Octo-
oer, 19WT7P- IS’t
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5. The adjustment of standards when warranted by changing
job conditions.
6. The maintenance of harmonious relationships with work-
ers, supervisors and management while favoring none
and being fair to all.
7. The investigation and correction, with the aid of
supervision, of consistent failures to meet standards.
8. The establishment of new incentive groups in conjunc-
tion with the supervisors Involved and the accounting
department.
9. The cooperation with supervision in the establishment
of learning time schedules.
10. The assistance in the reduction of straight time work
to a minlravim.
11. The analysis of operations to balance work loads so
that work flows smoothly.
12. The review of time studies at the request of employees.
13 • The establishment of quality standards and methods of
measuring deviations from them.
14. The checking on the maintenance of working conditions
and the provision of the necessary supplies. 1
The Accounting Department* s Responsibility for Incentive
Administration
An important part of the administration of an in-
centive plan is the maintenance of accurate production rec-
ords upon which incentive earnings are based. These and re-
lated duties usually are delegated to the accounting depart-
ment. The main responsibilities of this deijartment are as
follows
:
1. Wollam, G. Z., "Responsibility for Incentive Administra-
tion," Factory Management and Maintenance (Octo-
ber, 19^7 ), p. 135-136
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1. The maintenance of a capable payroll division.
2. The maintenance of a good attendance control.
3. The calculation of incentive efficiencies and earn-
ings for incentive workers
.
4. The maintenance of accurate performance and earnings'
records for incentive workers. 1
The Personnel Department's Responsibility for Incentive
Administration
A progressive personnel department can materially
assist an incentive program. It is of primary importance
that the workers in each group be well suited for their
work and well trained to perform it. Following are a few
of the responsibilities of the personnel department in a
wage incentive program:
1. Aids in the formation of incentive groups.
2. Handles the grievances arising from questions in re-
gard to earnings, standards, inequities, discrimina-
tory acts and others connected with incentive plans.
3. Selects personnel which is properly qualified for the
various incentive jobs.
2
4. Aids in the proper training of personnel.
Following: up the Incentive Program
An incentive plan periodically requires careful
and thorough follow-ups in order to make sure that it is
functioning the way for which is was designed. Ordinarily
1. Wollam, G. Z., "Responsibility for Incentive Administra-
tion," Factory Management and Maintenance (Octo
ber, 1947), p. 136
2. Ibid., p. 137
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It is the practice to assign this responsibility to one
well-qualified individual, usually the engineer who worked
on the plan. He should be supplied with additional help if
it is needed to do a thorough job. It is not reasonable to
expect that an incentive plan, regardless of how well de-
vised, can be installed and expected to function well with-
1
out control. The practice of close control prevents
minor problems from growing into major ones.
This method of constant checking and control la
important from an employee relation standpoint too. When-
ever any changes are made, they can be measured immediately
and all necessary adjustments put into effect. Prompt and
effective action prevents the loose applications of stand-
ards which would distort the value of the plan if they were
Ignored. The engineer should also spend sufficient time
with the workers concerned to make sure that they are fully
and properly trained in the performance of their jobs. The
resultant close cooperation with workers and supervisors
provides the engineer with the opportunity to observe work
methods closely. By recording his own observations and the
recommendations of others, further methods improvements may
2
be developed.
In order for supervision, management and the en-
1. Louden. J. Keith. Wap:e Incentives (John V/iley and Sons,
Inc., 1944)7^ TO
2. Ibid., p. 85
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gineer in charge to be well advised of the progress of the
plan, a system of reports should be Instituted. These re-
ports should indicate the production of the department;
show the amount of incentive earnings; measure the devia-
tions from the quality standards; indicate the amount of
straight time work; show the amount of extra allowances and
the reasons for them; list the failures to meet performance
standards and their reasons; and explain any changes in
1
methods and/or standards.
The following check-list is advocated by J. K.
Louden as containing the most important follow-up items
of an incentive program:
1. Make a periodic audit of bonus account-
ing and procedures
.
2. Analyze daily the unsatisfactory or
unusual performances above and below
the expected bonus percentages.
3. Hold periodic meetings with the super-
vision to discuss improvements in the
Installation and other cost reduction
plans
.
4. Make studies and develop data covering
new items not on Incentive as well as
changes in established methods.
5 . Issue all new standards and changes in
current standards.
6. Continue development of standard data to
Improve their accuracy and scope.
7 . Make periodic reviews of all standards
and allowances against production to
check their accuracy.
8. Check effect of a specification, method
or equipment change on standards and
1. Sylvester, L. A., "Keeping the Incentive Plan under Con-
trol," Factory Management and Maintenance (Jime,
1945), 101
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standard data.
9.
Prepare or cause to be prepared progress
and performance reports of a control
nature
•
10, Investigate all proposed nev methods
and processes designed to improve pro-
duction and make recommendations con-
cerning them.
11. Maintain a log of all changes and improve-
ments made in the department. 1
Once an incentive plan has been Installed, man-
agement is interested in comparing the earnings, production
and labor costs under the plan against performances before
the plan was installed. The usual procedure is to select
an average pre-incentive period to serve as a base period
against which the current employee earnings, production
and material and labor costs can be compared.
1. Louden, J. Keith, Wage Incentives (Johji Wiley and Sons,
Inc., 19^^), p.
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V. Wage Incentives as Applied to a Central
Transcribing Department
One of the most popular adaptations of wage In-
centives to office work has been the application of this
method of wage payment to the work of typing and transcrib-
ing. The relative ease with which both production and
quality standards can be set has Induced many companies,
when embarking upon Incentive programs to apply an Incen-
tive plan to this type of work first. The tendency In
larger companies toward the centralization of transcription
work has resulted In further applications of wage Incen-
tives to transcription from notes, cylinders or discs.
Many companies. In their search for better and
more efficient ways of performing their work, have found
that the centralization of stenographic work, especially
through the use of modern dictating equipment, offers an
efficient method of handling correspondence, reports and
all other work that requires the use of stenographers.
Centralization of this work results In a degree of flexi-
bility that usually cannot be attained under the older
method of using Individual stenographers. Dictators may,
by the use of modern dictating equipment, take care of
their correspondence when It Is the most convenient for
them. Interruptions that are bound to occur In every busi-
ness office only take the time of one Individual Instead of
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two, if dictating equipment is used. Persons can dictate
letters after hours or on week-ends without making it nec-
essary for their stenographers to work overtime.
Another advantage of the centralization of tran-
scription work is the greater utilization of both equipment
and personnel. Employees who are performing this work be-
come specialists because they are not called upon to per-
form other tasks which are unrelated to their work. The
flow of work, if properly balanced against the number of
operators, is sufficient to keep them occupied all the time
with this type of work. Absences have less effect on the
organization because they can be absorbed by the group.
Where the operators are fully occupied with transcription,
their typewriters, transcribing machines and desks are be-
ing utilized to the utmost.
The Metropolitan Life Insurance Company* s Dictaphone Bureau
Among the first adaptations of wage incentives to
office work, was the application to the phonographers in the
Dictaphone Bureau of the Metropolitan Life Insurance Com-
pany in New York City in the latter part of 1919 • Compen-
sation to the operators in the original plan was made on a
1
piece work basis of one-half cent per line. The plan
1. Harper, William J., "Extra Incentive Wage Plan-Central
Dictaphone Bureau of the Metropolitan Life Insur-
ance Company," Extra Incentive Wage Plans for Of-
fice Employees
.
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operated successfully for many years on this basis, but in
19^1 was revised with the assistance of representatives
from the Dictaphone Corporation to include certain modifi-
cations. The highlights of the plan Introduced at that
time are outlined below.
A . Equipment
1. Acoustic dicta.ting and transcribing machines.
2. Manual typewriters.
3. Cyclometers with 240 to 1 ratio.
B. Working hours
33 3/^ hours per week.
2. Two 5 minute rest periods per day.
C . Standards
1. 1000 lines (6 inch pica) minimum daily requirement.
2. Operators are divided into three classes on the basis
of versatility, attitude, seniority, productive abil-
ity and accuracy.
a . "Fair" operators receive $ .xxx per point
b. "Good" operators receive $,xxx per point
c. "Excellent" operators receive i.xxx per point
3. Work is divided into three classes corresponding to
operator ratings. The most difficult work is as-
signed to the ^Excellent" operators, the average
work to the "Good" operators and the easy work to
the "Fair" operators whenever possible. If there
is not enough work of one type to keep the opei^ator
occupied, she is assigned work from another cate-
gory.
4. Operators are guaranteed a basic wage,
5. The number of points produced per week is multiplied
by her rate per point. If the amount arrived at in
this manner is below her base rate, she is paid the
guaranteed rate.
6. Vacations are paid for on the basis of the average
earnings of the operator for the previous six
months
.
D. Quality Control
1 • The work of all operators is checked by two checkers
,
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2. The only penalties charged are for entire letters
that have to he retyped because of errors on the
part of the operators. The actual count for these
letters is deducted from the operator's production. .
Full credit is given whenever the retyping is
caused by errors on the part of the dictators.
3 . Retyping is done by copyists.
This department, in 19^1
^
consisted of ll4 operators who
1
produced on an average of 38,000 letters per week.
Determinlnp; the Unit of Measurement
Unlike many other types of work, transcription of
dictation offers several possible methods whereby the
amount of work produced by each operator can be measured.
Some of these methods are superior to others; they all have
disadvantages
.
Many companies use physical count methods based on
measurement of the work produced by lines or square inches.
The standard line of typewritten material is usually inter-
preted as being six inches for pica and five inches for
elite type. In the computation of linage, pre-determined
allowances are made for date, heading, salutation, closing
and addressing the envelope. An average allowance can be
determined by a careful study of the company's correspon-
dence for several weeks. Lines can also be counted by the
use of a Leffingwell-Ream scale or a watch line counter.
The watch line counter is held in the hand and contains a
1. Interview vrlth Mr, C. B, Ashton, Boston Sales Manager of
the Dictaphone Corporation, March 17, 19^7
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wheel which la run alonp; the lines to he counted. The nian-
her of inches of production is shown hy a scale which is on
the face of the instrument. The Lefflngwell-Ream scale is
a transparent device which, when laid over the typed matter,
1
indicates the number of square inches produced.
Another common method of measuring typing out-
put is by the use of cyclometers. A cyclometer is a small
counting device that can be attached to a typewriter to
register the number of. key-strokes made. Both registration
and interpretation of the work produced is expressed as
"points.” Cyclometers can be purchased with varying ratios;
those used most commonly register 1 point for each 10 key
depressions. Other cyclometers may be purchased which have
ratios of 1 point for every l80 strokes, 1 point for every
240 strokes, or other multiples of 6. The cyclometer meth-
od of measuring typing production offers the advantages of
being accurate and automatic. It is true, of course, that
it also provides the dishonest employee with the opportun-
ity to run up extra points by tapping the keys when there
is actually no work in the typewriter. Little is to be
gained by this subterfuge because any competent typist can
produce points faster by really typing than she can by
tapping a key or the space bar with one finger.
There are some companies that have wage Incen-
1. Methods of Compensating Edlphone Operators . Edlphone
Division, Thomas A. Edison, Inc., (1934), p. 2
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tive plans applied to transcribing work which use the num-
ber of letters j payees produced or the amount of cylinders
transcribed as the unit of production. Measurement of this
sort is apt to be inaccurate. In the normal course of pro-
ducing letters or reports, it is usually found that the
amount of typed material varies from page to page. However,
an average of sorts can be established for certain types of
work, and occasionally satisfactory measurement can be made
by this method. Counting the number of cylinders transcribed
is considered by most authorities to be the least satisfac-
tory production count. There are two main objections to
this means of measurement. First, it is unusual for the
surface of every cylinder that is sent to the transcribing
department to be fully utilized; therefore, some cylinders
contain more work than others. Second, it is a fact that
there is a variation in the amount of dictation placed on
cylinders by different dictators. Most dictating machines
run at a constant speed. Consequently, a full cylinder from-
an Individual who dictates slowly contains less work than
the full cylinder of the fast talking dictator. This meth-
od of measurement is the simplest, but it is also the least
1
accurate
.
1. Measuring Stenographic Transcribing and Typing. Effi-
ciency
.
Policyholders Service Bureau, Group
Insurance Division, Metropolitan Life Insur-
ance Company, p. 2
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The Employers * Group' Premium Flan for Transcribing Machine
Operators
The Employers* Group of Insurance companies
consisting of The Employers’ Liability Assurance Corporation,
Limited, The American Employers’ Insurance Company and The
Employers’ Fire Insurance Company, first Instituted an In-
centive plan for transcribing machine operators In 1931
•
It has been the policy of the Companies for many years to
supply dictating machines to all Individuals who have need
for them. The dictation of these individuals Is transcribed
In a central transcribing department. At present the work
of about 200 Home Office dictating machines Is handled In
this ms-nner. Where many of these machines are shared by
more than one person, the actual nimiber of individuals
serviced Is much greater.
The plan, when first established, was based on
the use of acoustic dictating machines and manual type-
writers . The work week was 39 hours with two 10 minute
rest periods per day. All work was divided Into two cate-
gories. "Claim" work consisted of claim reports dictated
by the Comi)anles’ claim adjusters. This work, though apt
to be technical at times, was considered easier than the
other class because where the Information was for the
Company files, the quality standards were not so high. The
other category was called "General" and included all other
types of work except "Claim" work.
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All work produced "by the transcribing machine
operators was measured by cyclometers with ratios of 240
strokes to 1 point. All operators were guaranteed a base
rate, and bonus was paid for production over the minimum
requirements established for each class of work. The min-
imum requirement for "Claim" work was 1080 points per week,
and the minimum requirement for "General" work was 900
points per week. A bonus, expressed in terms of money,
was paid for production over the established weekly mini-
mum requirements . Different rates were paid for the two
classifications with the rate for "Claim" work being the
lower. Failure of an operator to meet the requirement did
not carry over into the next week.
In August of 1935t electric typewriters were made
standard equipment for the transcribing machine operators.
Based on past experience, the minimum requirements for the
operators were adjusted because the new typewriters were
considered to offer the means of increasing production
without a proportionate increase in effort on the part of
the operators. The new minimum requirements then became
1000 points for "General" work and 1200 points for "Claim"
work
.
In 1941 cyclometers with different ratios were
Installed. The ratio of the new counters was 10 to 1, and,
therefore, the minimum requirements were changed so that
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they could be interpreted in terms of the nev cyclometer
ratio. The actual work requirement,, however, was not
changed. The requirement, when expressed in terms of the
new ratio, became 24,000 points per week for "General" work
and 28,800 for "Claim" work. The bonus paid per premium
point was also changed to correspond with the new ratio,
but its relative value remained the same
.
The bonus plan operated successfully on this
basis until 1938 when it began to deteriorate, and in Sep-
tember 1944 it was discontinued. The production of the
participants fell steadily for a considerable time before
the plan was dropped. It is more than likely that the
failure to adjust the bonus rate in the light of the stead-
ily increasing base rates of the period, made the marginal
utility of the premium seem less and less to the operators.
The operators themselves called for the plan’s discontinu-
ance .
From September of 1944 until July of 1947 the
central transcribing department operated on a straight sal-
ary basis. During this time, despite constant increases in
wages, it was found that the average production of each
operator declined. Absenteeism increased, and a greater
turn-over of operators was also observed. It was neces-
sary for the department to add more operators to keep up
with the work. Average operator production decreased 4l.9
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per cent during the period while the cost per line of
transcription mounted steadily.
A survey of the department was undertaken^ and
after changes in layout and scheduling of work were made,
the re-adoption of an incentive plan for the operators was
proposed. The survey revealed that the production decrease
was not all attributable to the operators. It was found
that many of the dictators had practices which made the
transcription of their work needlessly difficult. As a
result an illustrated booklet entitled "Edlphone Etiquette"
was prepared in an attempt to get some of these facts across
to the dictators in a nice way. Attempts had been made at
other times by means of bulletins to bring these points to
the attention of the dictators. They were usually just
glanced at and then relegated’ to the waste basket. It was
proved that more attention was paid the points in question
when they were presented in an interesting manner.
It was also found at the outset of the survey that
the manual of instructions used by the typists was out of
date. Several people collaborated in revising it, and a
new and up-to-date manual of Instruction entitled the
"Typists' Manual" was distributed to all typists in the
Companies . This manual outlines the requirements for the
Companies' correspondence, and is the standard against which
the quality of work produced under the Premium Plan is
i ' ^
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measured.
Management approved the making of a study pre-
paratory to a re-introduction of an incentive plan. The
study was conducted by the Methods and Planning Depe.rtment
with valuable assistance from representatives of the Thomas
A. Edison Company and the Supervisor of the transcribing
department
.
In order to establish standards for the plan, a
production coimt was made of all the operators for a period
of forty days. During this time the operators complied with
the request that they turn in copies of all work transcribed
during the day, at the end of each day. They were also
asked to turn in all "waste work," that is, work of an un-
acceptable nature, so that the production of acceptable
work could be determined for each operator. While this
work was being collected from each operator, the depart-
ment's Supervisor kept an account of time lost by the oper-
ators so that production could be correlated with time.
Although the use of time study was considered, it was felt
that where this was to be the only application of wage in-
centives for the time being, and where years of previous
records were available for consultation, the minimum re-
quirement could be ascertained accurately enought without
it.
After the production count was made for each
operator, the work of all operators was reviewed and clas-
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slfied. The work of 39 departments was classified as "being
easy, average or difficult. It was found that the work of
6 of the departments could be called easy. One of these 6
departments, however, contributed 45 per cent of all the
work done in the transcribing department. The work of 25
of the departments was considered to be in the average
class, and the work from the remaining 8 was considered to
be difficult. The classification of this work was based on
the content of the work and also upon the quality require-
ments for the different types of work.
The participants also were classified according
to their various abilities to correspond with the work clas-
sification. Under the plan each class of operator has its
own maximum and minimum wage rate. The base rates received
by the operators at the plan’s inauguration were guaranteed;
some were advanced, but none were lowered. Progression by
the lower rated operators to the higher classifications
depends upon their attitudes as well as productive ability.
The assignment of work is governed by an operator's clas-
sification, and deviations are made only when necessary for
the best interests of the Companies. Each operator keeps
her own daily production record which is turned in to the
Supervisor at the end of the day along with any "waste
work." The Supervisor makes deductions on the dally pro-
duction report for errors which are chargeable to the
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operator.
The rules of the plan were reproduced and dis-
tributed to the participants one week prior to the plan’s
inception. A transmittal memorandum from the executive in
charge of the transcribing department accompanied the rules.
t
The rules were reproduced on paper similar to that used for
the typists' manuals. The paper was also punched to facil-
itate its insertion into the operators' manuals and thus be
available for ready reference. Each participant's copy of
the rules also included a sample of the daily production
record to be kept by each operator. (See exhibit opposite
this page.) The plan, as it was submitted to the partici-
pants is included below. The only deletions are those con-
cerning base rates and the premium rate.
Each operator is depended upon to keep her own
production records. Periodic checks of the cyclometers are
made to make sure they are functioning properly. The pro-
duction sheet of each operator is collected at the end of
the day along with her "waste work." The deductions for
"waste work" are computed by the Supervisor by line count
Interpreted into points. When an operator is required to
do work other than transcribing, the Supervisor keeps track
of the time so spent. An allowance based on the operator's
average production for the previous three weeks is computed
for the time involved. The time, the allowed points and
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Figure 11
THE EMPLOYERS’ GROUP
PREMIUM PLAN FOR TRANSCRIBING MACHINE OPERATORS
July lA, 19A7
The Company has instituted this Premium Plan for Transcribing Machine
Operators to provide an opportunity to increase earnings by increasing
production. Naturally it is expected that quality, which meets the
established standards of the Company, be maintained at all times.
Provision has been made in the plan so that productive ability is not
the only basis for earnings. Equitable and progressive base rates
have been established in awareness of attributes that cannot be mea-
sured in terms of production alone. In recognition of the faithful
service of all present Operators it has been decided that present sal-
aries are to be the base rates.
Considerable time and careful study have gone into the formulation of
this plan with the desire that it be as fair as possible for all con-
cerned. It is the sincere hope of the Company that all Operators will
apply themselves in order to take advantage of this opportunity to in-
crease their earnings over those received at present.
The rules under which the plan is administered are outlined below.
Questions in regard to their interpretation should be directed to your
Supervisor who will be glad to answer them.
Eligibility
1. Eligibility for participation in the Premium Plan is determined
by the Supervisor. Neatness and accuracy of work produced is
taken into consideration as well as productive ability.
Equipment
2. The Premium Plan is based on the use of electric typewriters
and acoustic dictating and transcribing machines.
3. It is the responsibility of the Company to maintain all
necessary equipment in good working order and to provide
sufficient quantities of essential materials.
A. It is the responsibility of the Operators to take proper
care of the equipment and to call immediate attention to
improperly functioning equipment so that it may be serviced
as soon as possible. It is readily apparent that poorly
functioning equipment will hinder production.
Work Week
5. The Premium Plan is based on a normal work week of 38 3/A
hours
.
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6. Whenever it is necessary for the Company to change the
hours worked per week, equitable adjustment in the minimum
point requirement will be made.
7. As allowance for fatigue was made in the establishment of
the minimum point requirement, Operators are urged to take
two 10 minutes rest periods daily, one in the morning and
one in the afternoon.
Base Rates
8 .
9.
10
.
11 .
12
.
Premium Earnings
13. A Premium of $.H|| per cyclometer point will be paid for
each point produced in excess of the required minimum of
25,000 points per 38 3/4 hour week.
14 . Premium earnings are paid bi-weekly, by check, on Wednesday
or, in the event of a holiday on this day, on Tuesday for
Premium earned for the prior two weeks.
Overtime Work
15 . All overtime work must be authorized by and receive the
approval of the Supervisor.
16 . Time and one-half will be paid for overtime, namely, hours
worked in excess of 38 3/4 hours per week. Payment is based
on the average hourly earnings for the week in which the
overtime is worked. The average hourly earnings are one-
fortieth of the total of the weekly base salary and the
Premium earnings, if any, for the week (38 3/4 hours) in
which the overtime is incurred.
The base rate is compensation for the transcription of
25,000 points per week (38 3/4 hours).
Normal base rates range from to pei* week
with an intermediate step of
Advances in base rates are made in recognition of service,
loyalty, integrity and other attributes, as well as the
ability to transcribe more difficult types of work.
All advances to base rates of$ and per week
are made on the recommendation of the Supervisor and the
approval of the Salaries Committee.
Present salaries are the base rates for all Operators.
Advances in base rate, however, will fall within the
normal base rates range.
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Measurement of Production
17. Production is measured by cyclometer points. The cyclometers
register one point for every 10 strokes on the typewriters.
18. The operators are responsible for keeping their own daily
production records. (A sample form is attached). As these
reports are the basis on which individual production is
computed it is apparent that they must be kept accurately.
Quality of Work
19* All work produced is to be of acceptable quality as out-
lined by the standards established in the ’’Typists’ Manual.”
20. Work that has to be re-typed because of errors on the part
of the dictators is to be included as part of the daily
production.
21. Work that has to be re-typed because of errors on the part
of the Operators is to be deducted from the daily production
record in the amount of the points involved.
22. All ’’waste work” is to be turned in daily to the Supervisor
along with the daily production record.
Classes of Work
23. All work is divided into three classes as follows: difficult,
Class 1; average, Class 2; standard, Class 3.
24. The classification of work is as follows:
Class 1 - Advertising H. 0. Engineering
N. E. Engineering
Steam Boiler
Surety
Aviation
Executive
Fidelity
Class 2 - Agency Fire Underwriting
Agency Relations
Analysis
Automobile
Budget
Burglary & P. G.
Comp. & Liability
Education
Fire-Automobile
H. 0. Payroll Audit
Methods & Planning
N. E. Inland Marine
N. E. Payroll Audit
N. E. Underwriting
Personal Accident
Personnel
Public Relations
Fire-Boston and Metropolitan Reinsurance
Fire-Claim
Fire-Supply
Special Risks
Supply
U. S. Claim
-4'
Class
_3
- Accounts
Actuarial
Fire Accounts
Forms
N. E. Claim
Statistical
Assignment of Work
25 . Class 1
week )
.
26
. Class 2
week ) .
who are
Class 3
27 . C la s s 3
week)
who are
work is assigned to Class 1 Operators ($ per
Overflow work is assigned to Class 2 Operators.
work is assigned to Class 2 Operators ( per
Overflow work is assigned to Class 1 Operators
not fully occupied with Class 1 work, otherwise to
Operators
.
work is assigned to Class 3 Operators ( per
Overflow work is assigned to Class 2 Operators
not fully occupied with Class 2 work.
Work Other Than Transcribing
28.
When it is necessary that operators do work other than
transcribing, the time involved will be credited on the
basis of the average number of points produced during the
previous three weeks.
Vacations
29 . Vacations are paid on a basis of average earnings (base
rate plus Premium earnings) during the previous three
months. Since the Premium Plan is being started during
the vacation period, vacation pay for 1947 will be equal
to the base rates, which are the present salaries.
Holidays
30 . During a week which includes a holiday within the working
period, the minimum point requirement is reduced by the
number of points involved (5,000 points per day).
Earned Days and Service Days
31 . During a week in which time off for Earned Day or Service
Day time is approved by the Supervisor, the minimum point
requirement is reduced by the number of points involved
(5,000 points per day).
Absence
32
.
No allowance is made for idle time or absence except for
vacation periods, holidays, Earned Days or Service Days.
AP:MR
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the reason for the allowance are entered on the production
sheet hy the Supervisor. The gross points as Indicated by
the cyclometer, plus any additions and minus any deductions
equal the new points upon which the premium computation Is
made. When an operator transcribes the work of more than
one department In a day, the production for each is indi-
cated separately on the production record.
The expense of the transcribing function of the
department is apportioned among the departments utilizing
the service. The allocation of expense is determined by
the usage made of the transcribing department. A record is
kept of the lines of transcription produced for each depart
ment, and each department's percentage of the total produc-
tion is computed. These percentages are applied against
the cost of transcription for all departments to determine
the cost to each department.
As it is necessary that the Payroll Division be
notified each week of individual operator production, a
weekly production record is kept on which the daily net
production of each operator is posted. (See exhibit oppo-
site this page.) Each operator's production in excess of
25,000 points in a normal week is multiplied by the pre-
lum rate to determine the premium earnings for the week.
In the event the minimum requirement is adjusted in compli-
ance with the rules of the plan, the adjusted requirement
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for the operator involved is entered in the appropriate
column. Premixom earnings for these operators are the ex-
cess of net production over the adjusted requirement.
This weekly record is prepared in duplicate. The
original is sent to the Payroll Division and the duplicate
is retained in the transcribing department. The transcrib-
ing department’s copy is used to measure the progress of
the department and the individual operators. The Payroll
Division's copy is used as the basis for the computation of
premium earnings and is retained as an earnings' record.
The sheet also has a section for the computation of over-
time earnings. The Supervisor fills in the overtime hours,
and payment is made in compliance with the plan's rule
covering this aspect.
Results of the Plan
A review of the Installation after six months of
operation reveals some interesting developments. From all
apparent indications the plan is successful. The success
of any Incentive plan depends upon the cooperation of all
concerned, principally the participants and supervision.
In this installation the operators have cooperated remark-
ably well as has the supervisor. The most Important results
of the plan concern earnings, space, service, production
and cost; all factors being inter-related.
Prior to the installation of the plan 29 tran-
cji.'.I‘iqoTJ &i'.z al i)0‘'t:ocjnQ cJ: bsvX.ova^. •xoJ'^'ioqo uric’’ -lu'l
-:co 9rl^ 0'‘r: - c-ioci-? iOviC' 02 -'.lu 'lo'i aqxiln'i.'jo i.ifxiirto'j: 1 .'uniil.oo
. oi:io:..5‘i::'jqo‘i ijoclau't.b.'. oi.C ‘ii vo xiol.-" ^Lf/DO'tq cT jri lo ceuo
. od-ODj;!.!!. j n: ^o‘X. xro--irr u/: rl:lJo'r n.L'JJ
ccl.-coilquJj ijxi.‘! r.o.!:al7qvi IIo‘X\.;3l oricr oj jnoo sj; I nl^.r-xo
- I‘i0 3i(£‘xj orfv.’
. riH.' o'lrto 2X1- /J.t Olid’
. :J; buii;.' -d s*-! a.’,
’..o asoT.O'xq orld 3''i7iC2e(:; Oo f^oexj eJt vqo 3 ' iic:j[d-x..v[u'j naq
IIo'r.Mi. odT .3ao^:-3ajqo .r-3ijD;.v:-/7.:t ^ Qxfcf c^nomd'xaqab
.a;::;’
-G riGlc;-Bducii.:0 'j 9xiq aoi ulssj Oiict 2 j.3 Loau cJ: ’.iqoo G'noJs.’-v.lu
. /looo'i ' 3^jiJ.irx-3o itj 3'. bd.iJi- j j-x al xjna arqrijin.i xa rux.^aio'xq
-xovo 'io nolz' :*:firQinoo 3.12 aol nc^Jooc y. c::A oal.; ctaor'a o.IT
^C'XfrOil efL’iJL'-Jvu orfj xii elUf. -loc.lvni .^jjI. oxIT . J‘.' omld
V JIi; X ... crid’ ;xd'Jlv 'j'3.'i..3.ui!q.iioo rt.i: c.'j3i;x n’. dxxGrr.jA' bjia
. c ooqc. i a j. [d ^xi..'.-x jvo j
:quj._ l^o auZacj ii
10 Uilci.Gfn a.'^o '.tod’xci cio.^.d ill ''d'auq i^rld 'lo waivo'X
..I ’ fncT'.. . .^.c'nosiCGJljVGVj *-qxIc 3..-udn.’: oxi^a alcovj'X xio2d’ ai'c. o
GSoo );ja a.i'i' . /laauDOXJa g.I xixX’;^ j.ic a/iolc xoXbxiX uriG‘i.ii<jqj3
---
' fioXdaat;' .GO 3 ui!!d‘ xiogg' abxiG'..ob <1. .Cq ovluiiooriX vxi ’ 'lo
. •iOiaXvaucix/8 bar. sdri x. XoXd‘i-c_ ed:f \I£ m1 m2 ’-£q Jjo. laoor.oj
-.'I.. .0-1 Jjod'r'io.^coo ov.'i.i aaodoav'cro old- xtoldrl.r
-do::.', a.: Id xil
C-U'jao i d rf. d’-ioqxnl d ^.o^•^ o;!*}.' . aoa.’.vaoquc orid cGri a£. Ilev i-C'X-;
xio.cG oxrbO'X j; . jT.lvaoa
^
':o ‘y.;.E
. sjinIrx-iA’o :1‘1oo.loo 'i iZ j oiid '10
. btd x’lo-x—lodnX /..riXscf caod’o v> II’. ;d ?.oo
-r[ '-.-xd xirl'i arid lo xxo.’ drll .'d aal sxld od ‘lol'i'l
112
scriberSj 6 copyists, 2 messengers, 1 assistant supervisor
and 1 supervisor occupied space that formerly held little
more than half this nimiher. Space in the whole building
was at a premium, and the possibility of the department's
acquiring more was negligible. The increased production
that resulted from the Premium Plan alleviated this crowded
condition because some of the employees were transferred to
other departments
.
Before the re- in production of the plan, the tran-
scribing 'department was the butt of many complaints, it be-
ing said that the service was not up to standard because
the work was not processed quickly enough. After the plan
had been in operation for a while, the number of complaints
diminished appreciably, and the work flowed in and out of
the department more smoothly and quickly.
The production of the department as a whole is
governed by the amount of work received. While the average
total number of lines produced per week under the Premium
Plan varied little from that produced in tHe pre- Incentive
period, it was accomplished with fewer personnel. The
average number of points per day per operator for the first
six months of the plan was ^,78? as compared to 3^669 prior
to the plan. The average ni-imber of lines per week per
operator jumped from 3^055 to 3^939. The average operator
production Increase imder the plan was 30*5 cent.
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Figure 13
EARNINGS COMPARISON
OPERATOR
WEEKLY AVERAGE
PRE-INCENTIVE * INCENTIVE *
(6 Months Average)
1 85.2 89.4
2 85.5 85.7
3 85.5 86.2
4 85.5 91.6
5 89.0 93.1
6 91*8 94.4
7 91.8 116.5
8 94.2 94.2
9 94.9 97.0
10 101.4 102.0
11 103.4 103.9
12 108.3 119.2
13 109.1 115.6
14 110.8 122.0
15 116.9 132.3
16 121.4 161.5
17 125.0 138.5
AVERAGE 100.0 108.4
* 100 = average pre-incentive veekly vage of all operators
,
113
The increased production has resulted in greater
earnings for the participants and lowered cost for the Com-
panies. Average operator earnings for the six months under
the plan were 8.4 per cent above the pre-incentive level,
and this includes an adjustment period at the plan’s outset
when the premium earnings were relatively small. The table
facing this page Illustrates the earnings comparison for
the 17 operators on the plan. The plan shows steady pro-
gress. The cost per line to the company has reduced as
production has increased and average earnings climbed.
The chart following this page Indicates the production and
cost picture prior and subsequent to the plan's adoption.
It will be noticed that production has been above and cost
per line below the pre-incentive period at all times with
the exception of the Christmas season when operator absence
was exceptionally high.
As a result of the Premium Plan’s success in the
Home Office of the Companies, it has been extended to one
of the larger branch offices. From all indications it has
been as well received in the branch office and is proving
mutually beneficial to participants and Company alike.
FIX
•b ;'Tl'-Vy,r-^v
l^'
'
" c :X/ 'vr"::^r U •<»
'I
‘ledso'xa nX Jboj-lj/eo'i aarf noidoubo'-xci ijoeco'ionx odT
“loO oila- ‘iol oaoo Jbdowol -biW scinaqloXoT/iq- oilci- • lol 33iiXn-iao
‘isbrux o.ricJxioie x.ta exlcl .'tol 33/iXiWao ‘io:i.mQ({o 03a‘i9vA' . aolnofl
tIava.C ov2;t ii©on2-Q'XC[ 6fld- evcHla 'xoq 1^.8 ’o'lev xialcf arf^
,
...
"
dascJno e ’nxjl'i 9:Id- ^3 bolnoq Jiisfiic; nxrr ba xu-5 aobnXonl 8XrI;J biia
alcTact ailT .Ilaufs '^lavX^aXa"! ^-low asnXxi'ia© rarilusoiq o.Io neilv
•lol noaX/xJiscxnoo BSft.’jt'xae erict no:t.c/xj airlli os9(£ elric^ nn'oa'i
-O’lq auocie ru'-Iq ©ili' . iBlo Oi’fd' no a^roc^ 3’X ^^xo VX odJ
33 beou'bQ'X cad ^naq/^ca ©idct oj onil -leq ct 30 o odT .sso'xg
.jbocfniiXo esniii'iaa oga-iova bur, bssaoionX earf ncXctoubo'iq
bur noldoubo'Lfi odJ socfaoXjbxiX ©3aT exdct jjnXvoXXol diario od^
.xioXdqoba a'lDiX.! odd od diionpoadxrc Ma 'xol'xq o'lndolq deoo
daoo bii^i ovodr noecT Siul noXdoi/bo'iq dAld booldoa ocf XIXv d'X
ildXw eomXd XX3 da boX-ioq ovXdnooxiX-onq odd woXod enXX -xoq
oonoeda aoibi no abo a aiw;ideX*idO odd 'lo. noXdqt);>;;o Oiid
.d^Xd v^XXiiiioXdqoorco aoiJ"
4. -
odd iU csDoox/e a' will LUfhriUil. odd "io dXxao-x a ar
0:10 od'bob’todxo nood caiI di tSdd.’xaqiioO exld Xo oolTlO ot'ioU
sad JX eaoXdcDXbiiX XI *. nio'xq . eooX'lTic xloaiiJ
-xo^ inX odd lo
3x11VO xq 8> bna ooX'ito dori.^>*Td odd il’; X)ovX80o-£ XXov an xioou
. odXXs-'^riiquioD ban adxiaqXoXu ‘txiq od Cv^XolXonod rXIoirdirai
• 'v
-3T-;
I
'• '*
r»-r •t-. , ,
,
. I”'- *0/^
WEEK
ENDING
JULV
/^U6UST
SEPTEMBER
OCTOBER
NOVEMBER
DECEMBER
JANUARV
yo
rS
•y
<
1
o
JJU VJ
<T CD
X
c JU c
cC
<r 03
yi
o -c: O' QD
O'
o
O'
O'
o
p'
oo
o
ol
c
OO o
O© oo oo oo oo
o
o OC
o
o
o
<5
o
o
o
o
o
o
o
o
o
o o o o
Cn/
oo
o
2
r>
m
<
m
AVERAGE
OPERATOR
PRODUCTION
AND
COST
COMPARISON

114
VI . Wage Incentives as Applied to a Tabulating Department
The Punched Card Sys tern
The control of mechanical operations by the use of
punched cards was started at the beginning of the 19th cen-
tury by J. M. Jacquard. He Invented a loom on which a par-
ticular pattern could be reproduced by means of a series of
cards . These cards controlled the weaving by holes punched
1
to represent the desired pattern.
Charles Babbage, who was financed by the British
Government, Is credited with being the first one to apply
punched cards to the determination of arithmetical calcu-
lations. The first machine of this type was developed about
1823 . George Scheutz, a Stockholm printer, completed a
tabulating machine In l840 which, although operating on a
different principle than that discovered by Babbage, func-
tioned successfully. Successive developments by Herman
Hollerith around I88O, John K. Gore In the 90' s, J. Hoyden
Pierce between 1910 and 1911, and the cooperative efforts
of James Powers and William W. Lasker aro\md 1913, further
improved the system. This period saw the introduction of
the tabulator, automatic card feed punch, sorter, card
punching, printing tabulator, and other devices which were
1. American Office Machines Research Service Volume Ij
Office Machines Research, Inc.
,
(3940), Section
1.2, p. 2
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to make the method more adaptable to accounting and statis-
1
tical work.
Today the piinched card system Is accepted by more
and more concerns as being the most efficient method of
performing certain necessary arithmetical computations.
Many companies believe the system to be well adapted to
only certain kinds of work, preferring other methods for
other types. However, a few companies have adapted the
system to so many different uses that Allen Morgenson, upon
completing a visit to the huge tabulating Installation of a
large airplane manufacturer, made the remark that he did
not know whether their main product was airplanes or
punched cards
.
The punched card system requires little change
from accepted accounting and statistical procedures. It is
the method of obtaining the results that usually differs
from other means. This procedure is one of recording and
analyzing accounting and statistical data by means of cards
into which holes have been punched in a number of pre-deter-
mined positions. These holes represent pertinent facts
which have been transcribed from the original documents.
After the data has been recorded on the punch cards, the
original documents do not have to be used any longer as a
1. American Office Machines Research Service Volume 1
,
Office Machines Research, Inc., Cl9^0), Section
1.2, p. 3-8
I-cUajc. »a:{; 3^L^J^iXfc^ j.;; oc- oldi^uq.-jrjai .jodd^fj; t^r'd cd
: ,
. -Kow liioj.ct
\,d it)t;dq©DO£ eJ: modE^v^c tyz-'o d&rl vrujq odd
'10 JDOfIdon daoiodil© deor,} eiid ;;iaiecr eciiooiiod o'to::i ©no
. ^-^uod-o-^duorioo I.c-:o.ti £-ntdd,J:--x.-'. '’‘iBseooofi il^dieo 'onlm-iol'i :i)v_
1
*
od . IIov ©d od iitdsv^. -iiid ovoilud' co.tit 'i'i
'lo'l 8&orfd©iri norfdo ‘lo zq .i-'ic.; ':c c.balA nl p,t‘Z.jO 'jXno
oi'd bodq. .O', ov?.;. coIiLf^iruC-o we"! ^•i.vS'Wov' ..o''':!' 'loixdo
r
.Hoiuio.s'zod vi^.C.r.A. doad K©p.a dao^ia'rXdb ^aan! oc od KTodott
•i xo x:oJ:dx^II.:'.dHa.': ,'.d 'jarl oild cC diclv 8 ynxdolJiUOJ
bib on J.Hiid :^‘x £n:6'i odd obi;:i ^-lo-'iuda •/tf/itrint aa..''.Icf‘i.i:a
‘lo i..' .w i hrbo'^iq air.fu ‘liO vd -x^nd Oidr ' vioazif duii
.
8'
-x 0 jodOiXaq
o;^,i: ’.-oj uldjil so'xIapC’i cio: o-^e b^ > bo/diaaq odT
3i di . EO'xirboO'o'i*:: Iso.'.d -id ‘ds bxxo if.i'iidiuxuoo'-. bode ooo.i no'll
C'lo'i'iib dadd edlaeo-i ©rfd ^n.’.zii' dd’o 'lo boiid om odd
ij. t.> 'yilb-x:’Oh‘i lo sr:o :^i ©'labooo'zq aidT . dnnua 'xo 'do nto';'!
ob-i ) xo aiU'.-ci.i \cr ndaij I80iddid''d3 ^xiJ.da.'-'O.ood
-It'd 0 0 -o'lq lo ‘lucfnan jo n.^ boaoao., ut.od o v.ori eolod dojilv odxii
odo8l dtionid'ioq drtocHici.'-x loL jv. oted ^ . aao. disoti bonlni
. 8d a ji^faoob X tiid joc'I'.l doc j ’-‘id note: evad iXoIdv.'
9.xd ^ebixjo xion:/'! sdd ao Xobaoof'x.noto' ofil adx’ib end aodl •.
I
i. 3/3 i-.-.^aoX .-,110 boci.u oc' d jvnd dert oJb edaocii/ooi) I.oai^iio
tj. rXl-L-^^a' xio‘Xi.':vet>.'i €>3 lllC ' ni oXaofft^. .X
' aoldood I I . Oiil ^i^oa'.^eeoH .ceitldo.’i.I, eolillU
t-'' .( JL
116
posting medium 0 The cards have more flexibility than other
methods because they can, by different arrangements, be
1
used for the preparation of various records.
Punch Card Equipment
There are three main types of equipment used In
the system. The punching machines are used to perforate
or "write" the data on the cards . The cards are arranged
In the proper working order by sorting machines which use
the punched holes as the means to actuate the devices that
make the proper selections. The tabulating machines pro-
duce the desired final results consisting of records, re-
ports, listings and detailed totallings of the information
contained on the cards
.
In order to justify the cost of these installa-
tions it is generally considered that the cards should be
utilized for several things. This is usually true because
the cost of punching and verifying the cards often repre-
sents a considerable part of the entire cost of the instal-
lation.
The machines which are used to produce the
punched cards consist of two types* manually operated
punches and automatically operated punches « Since the man-
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ually operated punches are operated hy the manual depres-
sion of keys, they are commonly called "Key Punches »"
While some of these machines liave automatic features such
as card feeding and card duplicating, they are still oper-
ated hy manual means • The automatically operated machines
include reproducing punches, summary punches, gang punches
and multiplying punches. These machines are not key oper-
ated and are not normally used to create detail cards from
1
original documents
.
The Measurement of Key Punch Production
Where most of the other operations under a punch
card system are machine paced, the first application of
wage Incentives to this type of work is usually to the key
punching operation. It is this phase where the human ele-
ment has to be contended with the most; output being gov-
erned solely by the operator's Inclinations.
Production is usually measured by the number of
cards punched, if each requires the same amount of effort.
The amount of work often varies among different types of
cards, and the following factors should be taken into con-
sideration before measurement is made:
Number of coliamns to be punched.
Number of columns that can be repeat
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punched or duplicated automatically.
Number of cards vithin each group having
repetitive data.
Amount of coding that must be done by the
operator.
Type of punch used (especially with
respect to automatic feeding, eject-
ing and stacking of cards).
. Arrangement of the original document
(especially with respect to the
sequence of the data to be punched)
.
Legibility of the original docimients.
Efficiency of the operators (with respect
to method of operation and incentive).
Office accomodations. 1
Various tests have been conducted based on actual
operator and machine speeds. Examination of their results
is useful as an indication of what can be expected. It has
been found that an operator can make from 3 to 6 key strokes
per second when punching from legible, well-arranged docu-
ments. Repeat punching from master cards on a machine with
direct action, was performed at a speed between 10 and 12
strokes per second. On a punch without automatic feed, it
required between 3 Q-nd 5 seconds to remove the punched card
and insert the unpunched card, including the time required
to turn to the next document. Changing of the original
document, and feeding and ejecting cards with a punch
equipped with an automatic feed, was performed in from 1
2
to 2 seconds.
1. American Office Machines Research Service Volume I,
Office Machines Research, Inc.
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2. Ibid., p. 53
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There are various ways of measuring the output of
key punches. One method is the measurement of production
hy the use of card counters which perform the task auto-
matically. These counters are attached to the punches and
can also be used as a check in the preparation of pre-
1
punched cards. The number of key strokes can be counted^
if it is desired to measure production in this way, by the
attachment of counters similar to those used to measure
f
typing production. The .number of cards produced can also
be measured by w;eight, l.e., so many cards to the pound, or
by the use of gauges or rulers that interpret the number of
2
cards to the inch.
Quality Control over Key Punching
When carefully trained operators have been put on
this operation, it has been found that although the punching
of cards was done at high speed, the mmiber of errors made
was surprisingly few. Accuracy on the part of the opera-
tors should be developed first before any emphasis is made
on speed. Once good work habits are cultivated in a worker,
3
they are usually not easily discarded.
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The accuracy of work performed under a punch card
system Is determined either by visual or mechanical veri-
fication. Visual verification can he performed in the
following ways: reading the pimched holes, checking from
tabulated lists, checking from printed or interpreted cards,
checking with two sets of cards or checking repetitive data.
Mechanical verification is performed with one of
the three following machines: the direct action verifier,
which operates similar to the key punch; the pre-set-up
verifier which s.econd punches the cards and enlarges the
hole previously pur;ched; and the automatic verifier which
indicates cards incorrectly punched after they have been
1
verified by the pre-set-up verifier.
The Application of Wap;e 'Incentives to Key Punchinp; by the
Hood Rubber Company 2
The Hood Rubber Company, manufacturer of approx-
imately 4,000 different rubber products in Watertown, Massa-
chusetts, applied wage incentive principles to its factory
work in the middle 1920' s. The plan, when first applied,
was the Bedaux system. The original plan was modified in
1930 and has been operating under the revised set-up since.
Under the original plan, as was proposed by
1. American Office Machines Research Service Volimie
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2. Interview at the Hood Rubber Company with Mr. Arthur B.
Porter, Office Manager, on February 13^ 1948
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Bedaujc, the workers received only part of the bonus earned,
and the remainder was applied against the operating costs
of the system and toward the supervisors' bonus. As the
plan progressed, the officials of the Company found injus-
tices were being worked. It was the practice of management
whenever a new product was being produced, to select the
most capable supervisors to be put in charge of the depart-
ments affected by the change. In an industry of this type,
where seasonal and style changes cause an endless ps-rade of
new products, it was necessary for the Company to keep mov-
ing the best supervisors to the various trouble spots. As
the supervisors' bonus depended upon the showing of their
departments, it was found that less capable supervisors
with smoothly running departments were receiving substantial
bonuses, while the capable supervisors, who were beset con-
stantly with production problems, were not. The end result
was that the best supervisors were actually being penalized
for their ability. In 1930 It was decided to discontinue
the supervisory bonus, and at the same time it was decided
to give 100 per cent of the bonus earnings to the workers
.
The Hood Rubber Company employs a total of about
7,000 people, 6,000 of whom are production workers. Of the
approximately 1,000 administrative, supervisory and cleri-
cal workers, about 800 are clerical workers. Of the cleri-
cal force, 500 s-re office clerks and 3^0 are factory clerks.
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The Company applied wage incentive principles to office
work in the early 1930' s, and now 200 are Included imder
the plan.
Clerical workers on an incentive basis work under
the same general plan as it has been applied to the factory.
That is, the standard is based on a 60 point hour, and per-
formance over this standard entitles the worker to bonus
earnings equal to 100 per cent of the efficiency percent-
age. While the factory workers are organized under the A.
F. of L. Rubber Workers ' Union, the office workers are un-
organized. The Company makes it a practice, however, to
pass along to the office workers, any gains that the Union
may derive.
All work, office and factory alike, is engineered
for the methods to be used prior to the establishment of
standards. Once the standard method of doing the job has
been determined, and the operator to be studied properly
trained in it, time studies are taken to determine the
time values upon which the rates are set. The standards
for both the office and factory are set by the Standards
Department which comes under the jurisdiction of the Indus-
trial Relations Department.
In addition to key punching in the Tabulating
Department, the Hood Rubber Company has also applied wage
Incentive to the Central Service Department, which handles
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transcription from cylinders, copy typing, addressograph
and duplicating work; the Payroll Figuration Department,
which will be discussed in more detail in Chapter VIII;
the Planning and Scheduling Department; and the Billing
Department
.
The production of the key punch operators is
measured by a count of the number of cards each operator
produces. This method of determining production is suffi-
ciently accurate for the Company because the same number of
holes is punched in each card. Should the number of holes
vary, the Company plans to use a counting device.
At present between two and tliree key punch oper-
ators are on the incentive plan. The operators are en-
gaged solely with the factory payroll cards. The produc-
tion of this relatively small number of operators is very
good. There are 6,000 factory workers and approximately
10 cards must be pimched for each worker each week; there-
fore, these operators produce a total of 60,000 cards per
normal 5 day work week.
The Company has adopted the policy of not penal-
izing the operators for errors committed. However, should
an operator be a chronic offender in this respect, she is
dismissed. As a check on the manner in which the work is
being performed, reports are required on the number of
errors committed. Verifiers are not used, and the only
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check made is a comparison of the tabulated totals with the
totals previously arrived at by the Payroll Figuration De-
partment. Management has found by past experience that
there is a definite correlation between accuracy and speed.
Fastj well-trained operators invariably have the highest
accuracy ratings. The average number of errors committed
under the incentive plan varies between 30 40 each
week. Considering the output of approximately 60^000 cards
a weekj this represents an almost negligible percentage of
the total production.
Despite the high accuracy rating of the operators
j
they manage to produce at a high rate too. Average opera-
tor production is at the rate of a 90 point hour. Where
the standard is a 60 point hour, the operators are then
producing at a rate that is 50 per cent above the standard
set for the job. The successful adaptation of an incentive
plan to this, and other types of office work, has caused
the Company to search for further applications.
Consideration has been given, from time to time,
to the extension of the system to some of the other punch
card operations. The fact the,t most of these operations
are governed by a rigid schedule and are machine paced,
has deterred extension of the plan to the sorting and tabu-
lating functions. The Company also works on the principle
tha.t the supervisor concerned must be sold on the idea of
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applying a wage incentive system to the work under his
supervision before the plan is introduced. It is con-
sidered to be a short-sighted practice to force a wage in-
centive plan upon supervisors who are not thoroughly con-
vinced it is the best thing to do.
The Company administers the clerical as well as
the factory incentive installations on a basis of clear-
cut, well established principles. Although the employees
are not furnished manuals or duplicated copies of incentive
rules and policies, supervisors are provided with definite
instructions that are to be followed in the administration
of the plan. These rules, in turn, are made known to the
workers by the supervisors. Factory workers are provided
with pocket-sized reproductions of the Union-Company Agree-
ment when they are first employed. This booklet contains
references to the plan and indicates the provisions that
will be made in the event of transfers, dismissals, absences,
holiday pay, establishment of standards and other factors
1
which affect the plan.
Similar rights are extended to the clerical work-
ers on the incentive plan. There have been adjustments
between the two types of work, however, because of differ-
ences occasioned by the nature of the jobs. Clerical work-
1 • Hood Rubber Company Agreement with Rubber Workers * Union
Federal Local 2191^
.
A.F. of L.
.
April 28, 1947
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ers are paid for holidays on the basis of their average
straight time earnings for the previous four weeks. Fac-
tory workers, as is the custom in most manufacturing con-
cerns, are not paid for certain holidays which are not
worked
.
Vacation pay for factory workers is made on the
basis of two per cent of the employee's earnings for the
year for each week of vacation. Clerical Incentive work-
ers are paid for vacations on the basis of average earnings
for the four weeks preceding the vacation period.
Payment for approved absences for clerical incen-
tive workers is made on the basis of average straight-time
hourly earnings for the previous four weeks . In no event,
however, is payment made in excess of the earnings made
over a 70 point hour. Factory workers do not receive any
pay for absences, approved or otherwise, except for acci-
dents or Injuries covered by Workmen’s Compensation.
On the whole, the Company has found that the wage
incentive plan has been well received and has worked out
successfully in all its applications to clerical work.
Worker earnings have been good, and labor costs have been
lowered and standardized. The Company now hopes that it
will be able to extend the plan to s'till more operations
than it has up to the present.
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VII . Wage Incentives In a Central Files Department
The Dennison Mantifacturlng Company of Framingham,
Massachusetts, was among the first companies to apply wage
incentive principles to office work. The same basic wage
incentive plan, which had functioned successfully in the
factory, was extended to the office. This wage payment
principle was first applied to the Transcribing Department
in the early 1920' s. Starting with 1927, a great many more
office jobs were studied and the incentive method of pay
applied. The following job types, covering 80 clerks, have
been successfully included under the incentive plan: Master
Card Operators in Order Register; Sales Order Writers; Shop
Order Writers; File Clerks in Central Files; Stock Order
Pricers; Billers (using Moon-Hopklns machines); Hollerith
Card Punchers and Verifiers; Payroll Clerks; Typists in the
Transcribing Department; Dictaphone Operators in the Tran-
scribing Department; Mall Clerks; Clerks operating Adresso-
1
graphs. Multigraphs and Duplicators.
While some of these jobs are peculiar to the type
of business Dennison is engaged in, many are found in most
large offices. Among these is the centralization of filing
functions in central filing departments. Although the ex-
1. Letter from Mr. Ervant H. Ereslan, Assistant to Works
Manager, Dennison Manufacturing Company, December
23, 1947
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tension of wage incentives to office work in general has
been relatively Infrequent, applications to central files
departments has been even rarer. Many companies, however,
maintain huge departments of this type, staffed with numerous
clerks performing repetitive jobs that could be studied and
put on an incentive basis.
All of Dennison’s Incentive rates, or standards,
are based on either direct time studies or standard data
derived from time studies. Work to be placed on incentive
is studied and analyzed by the Methods Department, and the
best way of doing the job determined. Operators are then
trained in the new method before the time values are deter-
mined. Time studies are taken on experienced operators who
1
are considered to be average operators. The form facing
this page is a reproduction of the time study sheet used
at Dennison.
The Time Study
The operation to be studied is first divided into
elements, which are defined as being the smallest units of
work that can be accurately measured. To gain employee con-
fidence, all studies are taken in the presence of employee
representatives. The studies are taken with decimal
1. Interview with Miss Mildred Barnard, Ratesetting Depart-
ment, Dennison Manufacturing Company, January 13,
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vatches, and^ because It Is thought to he the most accurate
j
the continuous method of recording time is used. Foreign
elements occurring in the study are marked as such so that
they will not he included in the computation of the ele-
mental time. The study, or the elements if they are few
enough or sufficiently large enough, are graded according
to the time study engineer’s opinion of the worker’s effort
and efficiency.
Estahlishing the Standard
The average time value of each element is deter-
mined hy computing the arithmetic average of all the re-
corded time values after the foreign elements, and obvious
high and low values, have been eliminated. Actual ele-
mental time values are then summarized, and the proposal for
"standard Time" entered on the form opposite tills page.
The actual time values, plus allowances and a percentage
for incentive, are interpreted into terms of standard time.
This Information is entered on the form facing Page 130j
and must be approved by both management and worker repre-
sentatives before being accepted as the accepted standard
for the job. Rates for the different operations are ex-
pressed in terms of "Standard Time," i.e., the time allowed
the worker to compulete stipulated numbers of units. Once
a standard has been so established, it is never changed
unless there is a change of method, or if a repeat time
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study, made at the request of workers who feel the standard
1
is too tight. Indicates corrections should be made.
The Files Department
The Files Department staff is composed of the fol-
lowing personnel: 1 Supervisor, 1 Assistant Supervisor, 2
File Clerks, 1 Reference Clerk, 1 Schedule and Dispatch
Clerk, 1 Typist, 1 Sorter and 1 Messenger. In the Files
Department, correspondence, orders, and invoices are kept
for all of Dennison's customers. All filing is done alpha-
betically. Records are kept in the active files for two
years, after which they are transferred to semi-active
files for two years, and then, finally, into dead storage
2
for as long as retention is necessary.
The department's active filing equipment is com-
posed of 304 metal four drawer filing cabinets representing
a total of 1216 drawers. A mechanical sorter, sorting
trays and distributor carts are used to sort and segregate
material for filing. The distributor carts were custom
made for the Company and represent the results of a motion
analysis of the sorting function. These carts stand waist-
high and consist of metal boxes supported by braced metal
1. Interview with Miss Mildred Barnard, Ratesetting Depart-
ment, Dennison Manufacturing Company, January 13,
1948
2. Interview with Miss Helen Horan, Files Department Super-
visor, Dennison Manufacturing Company, January
13, 1948
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tubes. They are mounted on casters to facilitate their
movement. Each box contains fiber-board dividers, the
tabs of which are marked to conform with the alphabetic
file divisions. They are arranged so that every other
division is for the top two drawers of the filing cabinets,
leaving the alternate divisions for the bottom two drawers
.
This method of division enables clerks to select the mater-
ial to be filed in the bottom drawers at one time and thus
eliminates excessive stooping. Incoming material to be
filed is placed between the appropriate dividers, and,
when a sufficient amount has been accumulated, the cart is
wheeled to the appropriate drawers, and the material is
1
filed.
Application of the Incentive Plan to the Filinp. Depa.rtment
Dennison’s Filing Department incentive plan is
on a group basis. It was felt by the Company that making
the installation in this manner would be more effective
than on an individual basis. One reason for the decision
was occasioned by the constant Interchange of duties among
the personnel of the department. Another major reason for
placing the department on a group basis was that the per-
formance of each individual depends on how well the other
1. Interview with Miss Helen Koran, Files Department Super-
visor, Dennison Manufacturing Company, January
13 , I9't8
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workers have performed their jobs. It is believed that
operation on a group basis tends to promote greater har-
money and cooperation among the participants . The plan
does not Include the Supervisor, her assistant or the mes-
senger.
Standards have been established for all the repeti-
tive operations in the department and include the following:
sorting, distribution, cross-reference, typing, stapling,
follow-ups, filing and pulling. All Standards are expressed
in terms of time per units produced and are usually sched-
uled as being so many minutes per unit, per 100 units or
1
per 1000 units.
The Supervisor of the department keeps a daily
production sheet for each worker. Each sheet is headed up
by spaces for entering the date and the worker’s name and
is sub-divided into five columns. The first column lists
the corresponding Standards in minutes per units produced.
The Supervisor enters the amount produced in the second
column next to the operation worked on. The amount pro-
duced is multiplied by the Standard for the operation, and
the Standard Time thus derived is entered in the fourth
column. The actual time taken to produce the amount indi-
cated in the second column, is entered in the last column.
1. Interview with Miss Helen Horan, Files Department Super-
visor, Dennison Manufacturing Company, January
13
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New Incentive Paytasnt Plan
June 22, 1951.
Operators will "be given a "basic time work pay and an opportunits'- "to earn
extra pay on all work to which standards are applied.
The amount of extra pay for work on standards will vary with the amount
produced a"bove standards.
The following chart shows the percent of basic time work pay to be added
for different rates of productivity.
$ Basic Time Basic Time
^ Productivity Pay for all Time Productivity pay for all Time
on Standards on Standards on Standards on Standards
Extra Pay Chart
100^ % 12% 11.3$
101^ .% 130$ ii.e$
102^ 1.0^ 13% 11.%
10% !•% 132$ 12.1^
104^ 1,% 133$ 12. h$
10% 2,% 13% 12.7$
106^ 2.% 13% 13.0$
10% 3.% 13% 13.3$
10% 5.7^ 13% 13.3$
10% k.% 13% 13.%
11% kM 139$ lk.%
11% 3.% lhc$ 14.3^
112^ lkl$ 14.6^
113^ 3.% lk2$ lk.%
114-^ 6.% lh3$ 13 . 0$
115^ 6.% lhk$ 13.%
116^ 6.% lh3$ 13.3$
1171^ IM lh6$ 13.1$
118^ 1.%P lh% 16 .
%
119^ 8 . (% lh% 16.2$
120^ 8.4^ lk% 16.3$
12% 8.7^ 13% 16.
122^ 9.0% 13% 16.9$
12% 9.% 132$ 11.1$
12% 9.% 133$ 11.3$
12% 10.% 1%$ 11.3$
126^ 10.% 133$ 11.%
12% 10.6%
12% 11.%
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The normal work day at Dennison’s is 8 hours or
480 minutes. In their plan, as in others where rates are
expressed as time per units produced, all time must he
accounted for. Since bonus is only paid for work done on
Standards, a strict record must be kept of time spent both
on and off Standards . Work performed off Standards is paid
1
for on the basis of base rates alone.
The daily production sheets are totalled for
Standard Time and Actual Time at the end of the week in
order to compute the premium earnings. Bonus is paid on
the basis of efficiency percentage, and nb bonus is paid
for performance below 100 per cent efficiency. Per cent
of efficiency is determined by dividing the total Stand-
ard Time for the group by the total Actual Time. The for-
3T
,
mula could be expressed as AT % efficiency. Determina-
tion of the bonus percentage is made by means of a scale
which indicates the bonus percentage paid for correspond-
ing efficiency percentages. A copy of the bonus per cent
2
table can be found facing this page.
The bonus percentage is based on a sharing sys-
tem, and, due to the empirical nature of the earning curve,
it seems to be a cross between the Halsey ^0 -50 plan and
1. Interview with Miss Helen Horan, Files Department Super-
visor, Dennison Manufacturing Company, January
13, 19^8
2. Interview with Mr. R. E, Davis, Supervisor Ratesetting
Department, Dennison Manufacturing Company, Jan-
uary 13 , 19^8
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an empirical plan. The curve flattens out as higher levels
of efficiency are approached because the earning Increment
decreases. Dennison feels that the sharing feature is jus-
tified by their policy of paying high base rates. Where
their plant is essentially a job shop, 50 per cent of the
production work is done off Standards. Therefore, they
believe that a policy of lower base rates and a higher
bonus scale would be unfair to the employees when they were
1
required to work off Standards. Although the office
workers are less likely to have to work off Standards, the
same wage pajTnent plan is followed to maintain uniformity
of policy.
Dennison has foimd that using the incentive method
of payment has put worker pressure on the Company to in-
crease the amo\int of work covered by the plan. This pres-
sure is looked upon by the Company as being a healthy sign
and as being indicative of worker satisfaction with the
plan where it has been applied. From all indications the
application of the incentive method of payment to office
work at Dennison's has proved beneficial to workers and
Company alike. Workers have received bonuses as the reward
for diligent application to their duties, and the Company
1. Interview with Kr. R. E. Davis, Supervisor Ratesetting
Department, Dennison Manufacturing Company,
January 13, 19^8
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1
has henefltted by lowered operating costs.
The Company has found that the presence of an
incentive system induces beginners to work hard at becoming
efficient. This is in spite of the fact that they are ex-
cluded from participation until they have attained and
maintained a certain percentage of efficiency for six
2
months
.
A question that is often raised in discussions
over the relative merits of Incentive plans is in connec-
tion with quality control. It is undeniable that the de-
sire for higher earnings may cause workers with character
fallings to succumb to the temptation of sacrificing qual-
ity for the sake of quantity. Actions of this sort can
well be the fault of management if tight or nigh-impossible
standards are set. However, when standards are established,
they obviously should be based on the production of accept-
able work, and time allowed accordingly.
Dennison, in its Files Department, checks the
work at infrequent Intervals. A normal amount of errors is
overlooked, but records are kept of the niomber made by each
worker. Should the amount exceed normal expectations, a
report is sent to the Personnel Department where it is
1. Interview with Mr. R. E. Davis, Supervisor Ratesetting
Department, Dennison Manufacturing Company,
January 13, 19^8
2. Interview with Miss Helen Horan, Files Department Super-
visor, Dennison Manufacturing Company, January
13, 1948
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attached to the individual’s record. Bonus earnings are
not decreased because of errors committed . Warnings and'
ultimate dismissal are the lot of habitual offenders. It
is the belief of the Company that proper training will do
much to overcome the problem of quality control. Increased
speed does not necessarily cause Increased errors. In Mr.
Davis' experience he has found the most proficient opera-
1
tors also to be the most accurate operators.
Centralization of a company's filing in a files
department, and the subsequent installation of an Incentive
system is not a panacea for efficiency and cost difficulties.
If motion is wasted or time is spent needlessly, it goes
without saying that incentives would only reduce a cost
which actually should be eliminated entirely. Dennison
had found that after properly engineering the job, they
were able to apply wage incentive principles successfully
to the filing operations. The plan has functioned well be-
cause the participants have been able to earn substantial
bonuses
.
The Filing Problem
A survey of the filing functions of the company
as a whole should be undertaken if a major filing problem
1. Interview with Mr. R. E. Davis, Supervisor Ratesetting
Department, Dennison Manufacturing Company,
January 13, 19^8
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exists to determine whether centralization will promote
service and/or reduce filing costs* This survey might well
include a review of all the forms used by the company to
determine, which, if any, can be eliminated, combined or
simplified. The distribution of the copies of forms should
be checked to see if all are necessary. It is only after
such study and analysis that the scope, duties and func-
tions of the files department can be accurately established.
After the functions of the department have been
determined, it is necessary that consideration be given to
the location of the department. The primary objective in
establishing a central files department is to save space
as well as the time of those who use the records. It is
also important that related records be coordinated so that
better working relationships be established between various
1
imlts of the company.
The location of the files department is based on
the flow of work through the organization. It should,
whenever possible, be located near the departments that use
the records most frequently. Location should be adjacent
to a carrier system or an elevator, if they exist, so that
work will flow as fast as possible. Files departments can
be laid out most economically in rooms with regularly
1. Odell, Margaret K., and Earl P. Strong, Records Man-
agement and Filing Operations l;McGraw-Kill, 19^7),
p. 51
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1
shaped walls and with a mlnlmuin of dividing partitions
.
Odell and Strong have listed the following factors as being
some which must be considered when locating a files depart-
ment:
1. The files to be centralized and their
locations
•
2. The control to be exercised over the
files
.
3. The department originating the mater-
ial that goes into the files*
4. The departments that request the
material from the files.
5* The volume of records and the fre-
quency of filing operations
.
6. The, provision made for expansion.
7. The number of cabinets required for
each planned file, both current and
transferred, in all locations.
8. The number of cabinets in the present
records department and the number of
cabinets in storage space outside it.
9. The size and kind of cabinets for each
planned file - letter, legal, check,
voucher, tabulating, etc. - with out-
side dimensions of each kind of cab-
net.
10. The estimated expansion required for
each planned file for not less than
one future year.
11. The number of safe files, with approx-
imate weight when filled with papers
.
12. The niomber and size of desks, tables,
and chairs.
13 . The number of devices used in the
records department - mailing, distri-
bution, and records - sorting, equip-
ment; typewriters; duplicators; photo-
graphic equipment; sealing machines,
etc . 2
14. The bookcases or shelving required.
1. Odell, Margaret K., and Earl P. Strong, Records Manage-
ment and Filing Operations (McGraw-Hill, 1947),
p. 51
2. Ibid., p. 52- 5^
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The Measurement of Filing Activity
The effectiveness of the files department as a
whole, as well as that of the participating workers, can
only he measured by maintaining records of activity. The
establishment of production reports necessitates the deter
mination of units of measurement. The volume of records
handled may be obtained either by measura, count or weight
The following paper statistics will Indicate how measure-
ment can be made when individual pieces are to be counted:
93 sheets of bond paper weigh 1 lb.
93 sheets of bond paper compressed mea-
sure 3/8 inch.
93 sheets of bond paper (^points each)
caliper 372 points
.
247 sheets of tissue carbon copies weigh
3 lbs.
247 sheets of tissue carbon copies com-
pressed measure 7/l6 inch.
247 sheets of tissue carbon copies (2
points each) caliper 494 points
.
146 sheets of carbon copies weigh 1 lb.
l46 sheets of carbon copies compressed
measure j inch.
146 sheets of carbon copies (3 points
each) caliper 438 points
.
1000 points equal 1 inch. 1
It is doubtful, however, if production measure-
ment by points or inches is feasible in the case of sub-
ject or individual files of varying sizes which are made
up of numerous pieces either in a folder or stapled to-
gether. A physical count probably would be the most
1. Odell, Margaret K., and Earl P. Strong, Records Mamge-
ment and Filing Operations (McGraw-Hill
, 1947;
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accurate method of measurement in these cases.
Accurate production standards cannot he deter-
mined for operations without knowledge of their details and
1
of the conditions surrounding them. The establishment
of standards for files operations, as well as for any
others, can be done only by means of time study. Standards
cannot be accurately described unless the job has been
closely studied. Standards should be based on an average,
well- trained operator doing the job in the best possible
way at a normal speed. Standards thus established must be
guaranteed until there is a change of the method or they
are demonstrated to be inaccurate. These standards can pro-
vide the basis for the Introduction of an incentive system.
Companies that have been able to reduce the amount
of material that must be filed and its retention period, to
a necessary miniraiam through Integrated studies, have pro-
gressed far down the road to efficient filing. In order to
have a smoothly functioning files department, it is also
necessary that the best filing and sorting methods be es-
tablished, and the clerks thoroughly trained in them. How-
ever, as in other types of office work, it may be found
that the rewards of an equitable Incentive plan will en-
courage workers to continue to perform their work in the
best possible manner.
1. Odell, Margaret K., and Earl P. Strong, Records Manage-
ment and Filing Operations (McGraw-Hill, 194?), p. 300
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VIII. Miscellaneous Applications of Wage Incentives
to Office Work
I . Westlnghouse Electric Corporation
Although relatively few, there are some companies
that have interesting applications of wage incentives to
various phases of office work. One of the leaders in this
movement is the Westinghouse Electric Corporation. Under
the direction of Mr. G. Z. Wollam, Director of Wage Incen-
tives, and Mr. H. W. Duncan, Staff Assistant in Payroll
Accounting, the Company has been successful in adapting
incentive plans to many different types of office work. In
addition to the installations described later in this chap-
ter, they have also covered work in their Blue Print, Ship-
ping, Foreign Traffic and Billing, and Manufacturing Infor-
mation Departments
.
It is the firm policy of the Company that the work
to be covered be measured by both time and motion study.
All operations are time studied; the basic time is factored,
and all necessary allowances are added. It is the aim of
management to have incentive plans that are simple to main-
tain and operate. A major requirement is that all detailed
operations be covered and set down in a "Formula of detailed
operations," which is an open-book for all concerned. For
the sake of simplicity, many related operations are com-
bined into relatively few standards.
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The Westinghouse Corporation uses the Standard
Time Plan which is similar to the Hour-for-Hour or 100 Per
Cent Bonus Plan advocated by Louden. There is a variation
from the plan in that a sharing feature has been introduced.
When the plan is on an individual basis
^ 75 Per cent of the
salary hourly rate is paid for each hour saved. In group
applications the bonus is distributed to the participants
on a point rating basis, each participant being rated,
1
rather than on an actual elapsed incentive hour basis.
Point rating is discussed more fully in the section on the
Westinghouse Invoice Department Plan.
2
A. Stenopiraphic and Order Typists Plan
This plan, inaugurated in March of 1947, is oper-
ated on an individual basis, and its announced objective is
to stimulate production per employee and compensate properly
the workers who produce in excess of the normal production
expected for salary payment. Each participant is supplied
with a manual which outlines the rules under which the plan
operates
.
1 . Equipment and Measurement of Work
Standard typewriters are used for transcription
1. Letter from Mr. H. W. Duncan, Staff Assistant Payroll
Accounting, Westinghouse Electric Corporation
2. Systems Manual for the Incentive Plan Coverlnp; the Oper -
"atlons of the XXX Department Typists - Effective
March 10, 1947 . Westinghouse Electric Corporation
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from cylinders, shorthand notes, longhand and printed copy,
cutting stencils, and for special tabulations and fill-in
work. Electric typewriters are used for the typing of
Orders and Change Notices. Production is measured by 10
to 1 ratio Veedor-Root counters on which the space bar re-
cords. The Company requires the counters be tested each
morning and uses the following six meter count sentence for
that purpose: "Westinghouse sends its products to the mar-
kets of the world." The supervisor maintains a report for
each operator (See exhibit facing this page.) upon which
the starting and finishing meter readings of each day are
posted. Provisions are also made for the notation of ex-
traordinary occurrences such as transfers of typewriters
which might cause delays
.
«
2. The Standards
In the computation of the time values, an allow-
ance of 15 per cent was included by the Standards Depart-
ment for fatigue, personal requirements and minor unavoid-
able delays. It is for this reason periods of non- incen-
tive or waiting time of five minutes or less are not cred-
ited.
The "Allowed Time" of each participant is com-
puted by multiplying the meter counts of each class of work
by the "Time Value" for that class of work. The Time Values
are based upon a minimum use of the typewriter space bar.
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All vork is covered by three Time Values and corresponding
"Counts per Hour" standards. Operation Number 1 includes
typing from Dictaphone cylinders
^
shorthand notes, long-
hand copy, printed copy, and cutting stencils. Operation
Number 2 covers the typing of Order and Change Notices.
Operation Number 3 Includes typing special tabulations and
fill-ins on various types of cards and forms. Tabulations
are interpreted as work which requires arrangement in two
or more columns containing 50 cent or more numerals.
Time allowances are included in the Time Values
for the Insertion and removal of carbon paper, distribution
of copies, and the pinning of sheets for distribution.
3. Elapsed Incentive Time
.
Non-Incentive Time and Waiting
Time
The elapsed incentive time, which is used to com-
pute the bonus, consists of the total normal working hours
of the bonus month less the sum of waiting, non- Incentive,
absence, vacation and furlough time.
When it is necessary that an operator perform work
such as taking dictation, filing, clerical or other work
that cannot be measured by meter readings, the time spent
is considered non-incentive time, and it is excluded from
the elapsed Incentive time.
In the event an operator is forced to remain idle
for want of work, the time spent is considered waiting time
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and is excluded from the elapsed incentive time. The super'
visor posts all non-incentive and waiting time for all oper-
torSj but periods of five minutes or less are not allowed.
A record of attendance, non- incentive, and waiting time is
kept by the supervisor for each participant on the form
facing this page.
4. Asslgimient of Work
All work is assigned by the supervisor, and care
is taken to give the same type of work to the same operator
whenever possible.
5 . Calculation of the Bonus
The hours saved by each operator are the basis
upon which the bonus is figured. The difference between
the "Total Allowed Hours" and the "Total Elapsed Incentive
Hoxir-s" constitutes the hours saved. Individual "Gross
Bonus" is computed when the hours saved by each operator
are multiplied by the yearly average bonus hourly rate of
all operators in the department. This figure becomes the
"Net Bonus" if the operator has not been absent. The
"Gross Bonus" is reduced 1 per cent for each hour of ab-
sence. The bonus rate is 75 Pei"* cent of the average sal-
ary hourly rate.
A Summary Bonus Statement (See exliibit facing
Page l46) is prepared at the end of the bonus month by the
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supervisor. This report is the Payroll Department’s au-
thority for the payment of bonus to the operators
.
6. Penalties for Errors
When work has to be retyped because of errors
committed by the operator, the meter counts accumulated are
posted separately and marked "Do Not Pay." The supervisor
also can make adjustment for errors by reducing the oper-
ator's allowed time 10 minutes per full or partially full
sheet.
7. Supervisory Bonus
The Westinghouse plan provides for a supervisor's
bonus. A "Supervisory Bonus Fund" is developed to compen-
sate the supervisor for operating the department effi-
ciently. The fund is composed of credits of X cents for
each hour saved on Operations 1 and Y cents for
each unit produced on Operation 2. A special reward of Z
cents is paid the supervisor for each Allowed Hour created
by her own typing. This special bonus is only paid when
every member of the stenographic group has developed an
efficiency of 100 per cent for the bonus month.
8. Probation Period
An instruction period of two months is allowed
new operators. All incentive records are maintained for
these months. Production for this period is excluded from
i
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the calculation of the Supervisory Bonus Fund If the oper-
ator fails to meet the requirements. However, the figures
for the operator's production are recorded on the monthly
"bonus s tatement
.
9. Record Keeping
The supervisor maintains and posts all records
except the "Daily Production Report" which is kept by each
operator. One of these reports (See exhi'bit opposite this
page.) is issued to each operator each month. In the event
the participant performs operations other than the one reg-
ularly performed, the record is kept by the supervisor.
Like many other companies, Westlnghouse applies
group incentives whenever they serve the purpose best. If
the work to be covered is such that the output of workers
is dependent on the performance of others, the Company has
found group applications to be the most advantageous for
all concerned.
1
B. Invoice Department Incentive Flan
On March 1, 1947 the work of one of the Vesting-
house Corporation's district office Invoice Departments was
placed on an incentive basis. The plan is designed to cover
most all of the department's work and is operated on a group
1. Central District AccountlnF. Incentive Pls.n - Invoice
Department Located at XXX, Westlnghouse Electric
j Corporation, Me.rch 1, 1947
i
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basis because the Company feels "This will promote coopera-
tion between group members and will provide greater flexi-
bility."
1 . The Standards
The standards or "Time Values" for this plan were
developed in a manner similar to those of the Stenographic
and Order Typist Plan. All operations were time studied,
and the Time Values derived, allocated to one of the "Volume
Units" (or classes of work) picked. In this plan there are
ten "Volume Units" consisting of various types of invoices,
credit memoranda, and reports. The allowance is in terms of
decimal hours per document.
The equipment upon which the standards are based
has been carefully described so that should changes be made,
they can be properly justified. The plan is based on the
use of front-feed electric typewriters, calculators, comp-
tometers and an adding machine. The use of certain snap-
out forms is also mentioned in the event it is ever neces-
sary to change the forms standards.
2. Elapsed Incentive Time
,
Non-Incentive Time
.
and Waiting:
Time
The elapsed Incentive time of the group is the
total time spent on Invoice work by regular members or non-
members of the Invoice Group. The net elapsed incentive
time is the difference between the total working hours and
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the sum of the waiting, non- incentive, absence, furlough,
and vacation time.
When any member of the group is without work, the
group leader either assigns him to other work or authorizes
waiting time. All records of waiting time are kept by the
supervisor and are credited against the elapsed incentive
time. Non-incentive time is credited whenever members are
required to do work not covered by the Time Values.
3. Bonus Calculation
The bonus is based on the total hours saved,
which consist of the excess of the "Total Allowed Hours"
over the "Total Elapsed Incentive Hours" of the group. The
"Total Group Bonus" is the product of the total houi'S saved
and the average bonus hourly rate of the group. The average
bonus rate is equal to 75 cent of the average salary
hourly rate of all group members with the exception of the
group leader.
Individual bonus earnings are computed by pro-
rating the Total Group Bonus on the basis of "Point Rat-
ings." There are eight individuals on the plan with point
ratings from I5 to 90, with a total of 380 points for the
group. The point rating assigned each participant deter-
mines what part of the total group bonus the individual has
earned. For example, a point rating of 85 out of the total
group points of 380 entitles the Individual with that rating
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to 85 parts out of the 38O. This Individual gross bonus
is then reduced by the total of the penalties for absence
and errors to arrive at the net individual bonus,
4 . Absences . Errors . and Learnlnp; Period
Adjustments for absence and errors on the part of
the operators are made in a similar manner to the Steno-
graphic and Order Typist Plan. Provision is also made for
adjustments due to learning time whenever new operators are
added to the group.
5. Supervisory Bonus
This plan also provides for a supervisory bonus
by the creation of a "Supervisory Bonus Fund." The ma,nner
of crediting the fund varies slightly from the other plan
in that it is based on hours saved alone. The fund is cred-
ited with X cents for each hour saved by the group during
the bonus month. A maximum bonus is set, and the super-
visory bonus is not allowed to exceed this stated amount,
6 . Record Keeping;
The same "Attendance, Non-Incentive, and Waiting
Time Reports" and "Supervisor's Dally Meter Reading Re-
ports," kept by the supervisor in the Stenographic and Or-
der Typist Plan, are maintained in this plan. A "Part Time
Participant of Non-Group Member Report" is kept by the su-
pervisor in the event of participation of this kind. (See
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exhibit facing this page.) The basis of bonus payment is
the "Production end Allowed Time Report" which is prepared
by the supervisor and fommrded to the Accounting Depart-
ment.
1
II. Atlantic Reflninp; Company
The Atlantic Refining Company has been successful
in applying work measurement and wage incentives to the fol-
lowing types of office work:
1. Typing from cylinders, shorthand and written material,
and checking the finished work.
2. Calculating work including addition, subtraction, divi-
sion, multiplication, writing answers, and checking.
3. Payroll operations of all kinds.
4. Billing, both listed and itemized, and all related
operations including sorting and filing.
5. Operation of bookkeeping machines.
6. Punch card operations Including key punching, veri-
fying, and tabulating.
7. Addressograph operations.
8. Piling and stock card keeping.
These phases of office work are covered on an
incentive basis under the original Emerson Efficiency Plan.
All standards are established either from time studies or
standard data derived from time studies. The standard
1. Mackenzie, R. S., "The Relation Betvreen Work Measurement
and Pay Earned," Incentives and Work Standards in
the Office, Office Mana/i:ement Series No.
American Management AssociatiorTj (194^7, p. 13“l4
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Figure 24
Emerson Efficiency Bonus Scale
Lytle j C. V/., Wage Incentive Methods . (The Ronald Press
Company, 19^2}, p. 269
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times for the operations represent 100 per cent efficiency,
or the top average performance expected.
The plan operates on a two week basis. The total
allowed standard time* for the period is divided by the ac-
tual time taken to perform the work to determine the per-
centage of efficiency. The payment of bonus starts at 66
2/3 per cent efficiency. The increment Increases, and a 20
per cent bonus is paid at 100 per cent efficiency. At 110
per cent efficiency a bonus of 28 per cent is paid. (The
table facing this page indicates the usual Emerson effi-
ciency bonus correlation.) The bonus percentage is applied
only to the portion of time actually spent on Incentive
work.
Incentive applications are either on a group or
individual basis. The Company’s decision rests on whether
or not the separate contribution of each worker can be iso-
lated or whether there is a need for emphasizing team work.
The Atlantic Refining Company includes supervisors
in their Incentive plans. Supervisor participation is jus-
tified on the grounds that they can contribute to extra
performance and Increases in group efficiency by better
planning, distribution of work, training and encouraging
the use of proper work methods. The Company is of the
opinion their plans would not be nearly as successful as
they are i:^ the supervisors were not Included.
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III. The Hood Rubber Company
1
A. Central Service Department
Among many of Hood's applications of wage Incen-
tives to office work. Is the coverage of most of the opera-
tions of the Company’s Central Service Department. The
plan (the modified Bedaux Plan described in Chapter VI,
Pages 120 to 121) includes 12 people and covers typing,
addressing, and duplicating work. The department's func-
tion is principally a service one. Duplicating, copy typ-
ing, and transcription from cylinders is done for other
departments as well as the addressographing of payroll en-
velopes. The department is equipped for the most part with
electric typewriters because management believes they are
capable of greater production. All typewriters are equipped
with 10 to 1 Veedor-Root counters which are used for the
production count of each operator.
2
B. Plannlnp; and Scheduling Department
This department's main function is to devise the
routing of work and to prepare the job instructions for
each manufacturing operation. It is also responsible for
the preparation and duplication of the job tickets which
/
accompany each of the thousands of job lots through the
1. Interview with Mr. Arthur B. Porter, Office Manager,
Hood Rubber Company, February 13, 19^8
2. Ibid.
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factory. The tickets are perforated to facilitate the de-
tachment, hy the worker performing the operation, of each
stub upon completion of the work called for. The stubs are
turned in and are used as a basis for production counts.
Up until recently the tickets and the job in-
structions were reproduced by direct process Multigraphs
with the standards for the operations being inserted by
Addressographs on the job tickets. Both of these duplicat-
ing operations have been on an incentive basis for some
time. However, a change in method is being introduced
which may effect a change in the standards. The job tick-
ets as well as the job Instructions are to be duplicated
by offset equipnent. The preparation of offset plates on
electric typewriters will eliminate the type setting neces-
sary on the Multigraph.
Other of the department's functions such as sort-
ing, collating, and messenger activities have also been
Included in the Incentive plan.
1
C. Payroll Figuration Department
One of Hood's most successful applications of wage
incentives to office work is the plan covering the Payroll
Figuration Department. The plan was inaugurated just prior
1. Porter, Arthur B., "How to Determine Staff Requirements,"
Keeping the Lid on Office Costs
,
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to World War II. Before the incentive installation, 40
clerks were needed to handle the payroll figurations for
3,600 factory workers. Separate pay computations are re-
quired for the workers because the majority of them work
under an incentive plan. The work of the figuration clerks
is performed, for the most part, by the use of comptometers.
The principal operations are those of addition and multi-
plication.
One Indication of the plan’s success may be gained
by comparing production before and after the incentive wage
payment was introduced. Before the plan one clerk was re-
quired for every 90 factory workers. Today 27 figuration
clerks handle payroll computations for 6,000 workers; an
average of one clerk for every 222 workers . This repre-
sents an average production increase of two and one-half
times pre-war productivity.
In order to achieve this mark, the clerks are
working a 100 point hour. Bonus is paid for performance
above a 60 point hour level; therefore, 100 point hour per-
formance entitles workers to a bonus of 66 2/3 per cent
of their base rates.
The Company has found that not only have produc-
tion and earnings Increased as a result of the installa-
tion, but the quality of work also has Improved. The num-
ber of errors committed has been reduced to one-fourth of
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the number normally expected diiring the pre- incentive per-
iod. It has been the experience of the Hood Rubber Company
in all of its incentive applications that the most produc-
tive workers are also the most accurate workers.
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IX. What is the Future for Wage Incentives in the Office?
Today, as in few times in the past, the country
is faced with the problem of high wages, while manufacturers
decry the relatively low productivity of workers. The unit
cost of almost every manufactured article has risen and con-
tinues to rise unabated. The same cost and production
problems facing the factory are evident in the office.
The entire clerical productivity problem is
brought into sharp focus, when it is realized that surveys
of offices employing workers on a salary basis revealed
that average worker performance varied between 42 per cent
and 58 per cent of the output tha^ could be normally expect-
1
ed. The full magnitude of the situation cannot be appre-
ciated until the lost production time is multiplied by the
pay received by office workers for that time. Assume the
average annual salary of office workers to be $2,000 per
year, overlooking for the moment whether or not this is
just compensation for performance at task. The country's
7,050,000 clerical workers in 194? would have represented
a cost of over 14 billion dollars to the economy for this
type of work. Even if the average office worker performed
at two-thirds of task, which is a high estimate compared
with the average pre-incentive survey, we, as a nation, are
1. Lytle, Charles W., Wapie Incentive Methods (The Ronald
Press Company, 1942), p. 22"^
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spending almost 5 'billion dollars more than is needed for
these services.
The widespread increase in office work coupled
with the low productivity of clerical workers has created
"space" problems for many companies. In order to accommo-
date the additional clerical workers needed, an expansion
of facilities has become necessary for many companies.
Some companies were fortunate enough to have sufficient
floor space available. Many have solved their problem by
renting additional space, often at an inconvenient distance,
in order to house part of their employees. Unfortunately
office space is at a premium in many cities, and usuriously
high rates frequently have to be paid to obtain it. A few
companies have had to undertake new construction during the
present period of almost prohibitively high building costs
in order to meet their needs
.
Adding more workers requires the purchase of addi-
tional desks, chairs, supplies, typewriters, adding machines,
calculators, and many other types of office equipment and
supplies, all of which are more costly now than ever before.
Some companies are trying to meet the problem by spending
heavily for new types of office equipment that is supposed
to Increase clerical productivity, without giving too much
thought as to how they are going to induce the workers to
utilize the equipment properly.
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The clerical productivity problem also has been
intensified by the shortage of qualified workers. While
employment stays at a high level throughout the country^
and office worker salary scales remain at levels substan-
tially below those of other types of work, the more capable
workers are attracted into the better paying jobs. Even if
the wages of office worders are lower than those that are
received in other types of jobs, considering the necessary
requirements, in the light of the average productivity of
office workers, some people are inclined to think they are
overpaid. Eow then is the average office worker going to
be induced to better his performance and thereby prove his
greater worth to the company?
Stimulation of the desired response may be ef-
fected by appealing to one of several of the many forces
that govern the behavior of man. Among the various types
of appeal that may be used to arouse greater effort are
the desire for material gain, fear, pride, rivalry, loyalty,
and others. Each factor or combination of factors may af-
fect the response of the worker greatly. Whatever the
means employed by management to arouse action on the part
of the worker is an incentive. For example, the desire for
material gain may stimulate the worker by the payment of
1
bonuses for better than average production. J. K. Louden
1. Anderson, Kenneth B., "incentive and Supplementary Wage
Payments," Handbook of Business Administration
(McGraw-Hill, 1951);, p.TPT
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in evaluating various wage jjayment methods said.
Regardless of one’s personal opinion of
incentives, it is difficult to deny that
a soundly conceived and executed incen-
tive plan is the best and most satis-
factory method yet devised to recognize
and reward individual differences in
workers on the same operation. 1
V/age payment based on straight salaries persists
In office work for many reasons. Clerical Incentives, and
their accompanying analyses, have been used for years by
many companies, but their use has never become very exten-
sive. Manufacturing operations have received most of the
Industrial engineering profession’s attention, and the last
25 or more years have witnessed the development of many in-
centive systems for manufacturing operations. Controls for
indirect labor in the factory have not been given the same
attention. The result has been that performance standards
for this area of activity liave not been as systematically
developed. That this is mostly true for the clerical func-
tions of many non- Indus trial companies is primarily due to
the fact that they do not have engineers and analysts who
are capable of determining adequate controls for clerical
2
operations
.
1. Louden, J. Keith. Wa^e Incentives (John Wiley and Sons,
Inc., 19^^ ) , P
2. From a copy of the script of the address entitled Incen-
tive Compensation in the Office
.
delivered by Mr.
G. Z. Wollam, Director Wage Incentives Department
Westinghouse Electric Corporation, before the
Baltimore Chapter of the National Office Manage-
ment Association on October 21, 19^6
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Despite the fact that the office has been late in
developing Incentive programs, it nov has the opportunity
to go ahead in this field. The broad experience afforded
by industrial applications of incentive principles provides
a firm foundation upon which the office can profitably
build. The establishment and testing of basic techniques
has been done, and in many Instances the feasibility of
their extension to office work has been demonstrated. The
desirability of effective methods analysis is generally ac-
cepted. The mystery surrounding time study and its tech-
niques has been dissolved. Numerous types of incentive
plans are available so that a choice is presented which en-
ables Interested companies to select the one or ones best
1
suited to their own particular circumstances. The best
methods to follow when selling the program to the individ-
uals Involved also has been established.
Although the use of machines in office work is
Increasing, they do not predominate as they do in many in-
dustries and are, for the most part, of such a nature that
they cannot set the pace. Usually clerical jobs require
varying abilities and, therefore, are apt to offer the in-
dividuals performing them a wider choice of action. The
psychological aspect that deals with the partly real,
1. Mackenzie, R. S., "The Relation Between Work Measurement
and Pay Earned," Incentives and Work Standards in
the Office, Office Management Series Number 115 .
American Management Association, (1946), p. 13
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partly imaginary distinction between office and factory
workers must not be overlooked. For these reasons the fol
lowing of factory experience when extending wage incentive
1
to the office should be done cautiously. Mr. G. Z.
Wollam listed the following factors as being the necessary
"Fundamentals of Clerical Incentives":
1. Apply office Incentives to clerical
operations where there is a definite
measure of accomplishment.
2. Apply Incentives only after a sound
system of installation and adminis-
tration has been determined.
3. Before a clerical incentive plan is
installed, the office force should
understand it and favor its instal-
lation.
4. Select and train personnel capable
of properly installing and admin-
istering the plan.
5. Mak;e certain that office procedures
and clerical functions are properly
coordinated before setting perform-
ance standards.
6. Determine the relationship between
departments, the work requirements,
and the sequence of operations which
must be followed.
7. Establish sound and accurate perform-
ance standards.
8. Provide a guarantee of permanency of
performance standards against imwar-
ranted
^
changes
.
9. Be in a position, at any time, to
review with the employes affected
the studies and data by which stand-
ards are established.
10. Assign work to participants in an
impartial manner without discrimina-
tion.
11. Provide an adequate determination of
1. Lytle, Charles W., Wa^e Incentive Methods (The Ronald
Press Company, 1942), p. 402
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current performance and proper approv-
als for Incentive payment.
12 o Melntaln an accurate attendance control,
13. Provide procedures for recognizing
interruptions of work,, delays
,
and
other irregularities not covered by
performance standards,
14 . Provide a periodic audit of the mea-
sures of performance, authorizations,
and approvals
,
15. Avoid any form of subsidization.
16. Encourage employes to meet and exceed
standard performance.
17 • Maintain a constant follow-up of pro-
cedures, systems, forms, departmental
functions and relationships.
18. Change performance standards promptly
as changes occur in conditions which
affect the incentive plan. 1
Once management decides that the application of
wage incentive principles to office workers can be beneficial
to both the participants and the company, it is faced with
the problem of who is going to accomplish the fact. It is
extremely Important that the right type of personnel be
chosen for training in the installation of clerical incen-
tive systems. Office managers of industrial organizations
often select men who have had experience with the administra-
tion of incentives in manufacturing departments.
G. Z. Wollam feels that although many of the same
fundamental principles apply to both clerical and manufac-
1 . From a copy of the script of the address entitled Incen-
tive Compensation in the Office
.
delivered by Mr.
G. Z. Wollam, Director Wage Incentives Department,
Westlnghouse Electric Corporation, before the
Baltimore Chapter of the National Office Manage-
ment Association on October 21
,
19^6
1-/
•:
‘--i 'A.vj.o\^i'j 1
,
0,1 -z-vj^
.;‘n. ..r; v" t.v.'.:^.cr'*)iU
'
‘to i. r.If*.
ioioiiO') . o::;d • vijfjj;
.
'
‘Lj: '.v.azl'
,( ‘XO’_ z
-'
iij-' joc^Za 3 X).'.'vor:'.-
o?: ...xxo" Vo) x'/ij;
• ;o j : J:‘£-Ijl/;[ 0‘X‘X-V ‘Xo'.'ri o
. sn^-'.mo x'X'jq
- i £
'
1.0' oj; Oj.jo±*tt*r ,'.. :-h.?:vo‘x''
^a/tvjJ.o •'^.vtcrio '; )
^
o, : : ^ Ic -orrx
• .. v'cciOi,' •-< L)/. '.
. uo.u! x.::l^jJ. "lo n'iS:. blov''
bovoyjz bi.!'” i Uo .;* c''/- -xj/o v
.
. - i: vi-t'-: .x
_
l.‘u:
-o‘x:, ‘ij •'- 'X 0 i,di.u:o’j >• ziL'i .i:.u'.
I 'd ... xx .. , , : Xl''x
^
::rx d
^
rxf^bo';.
. Jt'-'x . vX ixLK X .0 .' d r>IT.'f'.l
.-'v :' .-x
.
I V'.ixd •; 1‘Xx'X-:.-.: o:yix:iv}
ri i'.. O', j c .' );.xo . ..* 0*^0 otj'.a. ;• i-j x; *.
’
‘d d •..'
.
'x";:,:
co;:xC' -nC' . .d" — 0 . . j .d d c j. 00 'j it
,
'i }(.f <i ) o.. x'Xw od -
' '
'. f :<'••'' 'd bii*'Id A’:
;j * ' ..
' ^
V f“
.
»-
r
-‘I
'*'!
*
w • 1 ^ \J tl .* d:365f
bAd rld'j ' od
?>
.
^***
w .V’
ill 1 )
. o - d-d 3rid- d:.. dt x;IoriO'.:dx:o
-..'Ad .'AA c J . 'd .A
; ,
...xuA. -xd oesord)
:,'Xv. IxA-xd'' 'rod A'X ebA.d. . r-iL'd o'.;c ovAd
'i.'joA'-: .0 uAd iirAv ooi.cAXo.^X', d'.v?A
. sd fi :id 'i : ^ . j.-
. .d Al xvoL' 'd
o y:::-,: A )oA'x.>Ao Adcx
.' » o . . ’.I, o' ..’A 30 ii'w'd .'. 0
xj;d •) /xxLi tx oA :• . '. Adn ; )iiA Ao cioAd
El^Ol MT-IAX .A
A'-IAw oqA ;Ao oA'X ^ Aoxii,' .:• d.iu'’x
\J ‘ X. %j
Oi
iC'-
"
1 -
v^V x;xAdA3AX' < ..‘3‘ibx)‘^ u.-d” A' d
. A..'X-vAA^
--a tii- ..dRA'ol-..-.-,
x;... ;Xo’ xevAd'j ‘lod,) '^'T '. AoAC*
G'id oX'.._..‘' . nx Ad.J 5'-:ov.^x‘ V, ^Axjo.A. oc>.jCif3xol:d'KoW
5d; VO A
;
A.^r:^:j:iA .-A A'- xoX'xaAO e-X'. !Ad A ^A
-
'oi'j-voO' I..) /ujAd"-' AoocP
. daoxv:
.
'. jijov i . A
lOOC
turlng incentive installations, men who can successfully
handle the detail work in manufacturing applications, may
not necessarily he well qualified to establish office stand
ards. This work requires analytical men who can evaluate
the fiinctlonal relationships of departments and under-
stand organization lines, and who can determine the rela-
tive importance of operations performed by various depart-
ments . Men establishing office standards must also be capa
ble of organizing operations and establishing their proper
sequence. The analyst's formal education should have been
along technical or semi- technical lines, such as engineer-
ing, accounting, and business administration. He will also
be better qualified if he possesses a practical knowledge
of office procedures and an imderstandlng of the Company's
1
organization. Wollam is of the opinion that only one
fully qualified man, who has had a minimum of 2,000 hours
training in the following fields would be required to estab
lish and adjninlster office incentives for each plant or
company:
1. Analysis of operations.
2. A study of office equipment.
3. The principle of motion economy.
4. The relation of departments, their
1. From a copy of the script of the address entitled Incen-
tive Compensation in the Office
,
delivered by Mr.
G. Z. Wollam, Director Wage Incentives Depart-
ment, Westlnghouse Electric Corporation, before
the Baltimore Chapter of the national Office Man-
agement Association on October 21, 1946
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functions and the flow of work.
5. A study of the technique of breaking
down operations into their fundamental
elements
.
6. Methods of timing those elements.
7 . Procedure for evaluating the perform-
ance of the Individuals studied.
8. Procedures for currently administer-
ing a clerical incentive plan.
9 . Policies of the company which have to
do with incentives and employes. 1
The benefits to be derived from effective wage
incentive Installations have been enumerated and testified
to by countless proponents. Unfortunately, most of the en-
dorsements by management emphasize savings and increased
production and overlook, for the most part, the economic
justification for incentive principles. The very person
whose increased efforts, in response to Incentive urges,
effects increased production, is often overlooked. He is
the one that is motivated, and it is he who lowers costs
by responding in the expected manner.
Management should always be aware of the "human
element," when seeking to stimulate production. Wage in-
centives by themselves are not panaceas for production and
cost ills. Employee cooperation cannot be effectively so-
licited on the basis of monetary reward alone. The impor-
tance of the effect of incentives of a non-flnanclal nature
1. From a copy of the script of the address entitled Incen-
tive Compensation in the Office
.
delivered by Mr.
G. Z. Wollam, Director Wage Incentives Department,
Westinghouse Electric Corporation, before the
Baltimore Chapter of the national Office Manage-
ment Assoelation on October 21, 1946
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should not he overlooked. Mr. R. 2. MacNoalj Secretary of
the Curtis Publishing Company, vhen discussing motivation,
carefully drev a distinction between a motive and' an incen-
tive. He pointed out that "Webster's Collegiate Dictionary
defines motivation as 'that within the individual, rather
than without, which Impels him to action,' and a motive is
a consideration which determines choice or induces action;
an inducement is an attractive consideration held out to
persuade; an incentive incites performance." Mr. MacNeal
cautions against impulsive wage incentive applications by
saying.
Obviously we must not become so busy
with inducements and incentives, that
we overlook motives, since motives may
impel an employee to action even while
he is considering Inducements or incen-
tives. In other words we must not be-
come so concerned over a man's pocket-
book that we forget what goes on in his
mind . 1
In developing this point further Mr. MacNeaDr said,
A prerequisite to good management is an
understanding of employees' mental pro-
cesses, their subconscious reactions,
and the effect of physical factors on
both. To apply it requires the crea-
tion of both a policy and a plan of
procedure which will, within the employ-
er’s ability to provide them, permit the
highest development and prosperity of
which an individual employee is capable.
1. MacNeal, H. E., "Effective Motivation," Proceedings 28th
Annual Conference, National Office Management
Association 19^7
.
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within a period of time compatible with
the welfare of the entire group. The
group must produce the greatest quantity
and quality, with the least expenditure
of energy and materials, at the lowest
possible unit cost, under the best work-
ing conditions. It is not enough to
facilitate production alone, we must try
to create and preserve enjoyment with
its accomplishment and pride in the
produc t . 1
There are various non-financial incentives which
help to maintain employee morale by evidencing employer
good will. Life insurance, hospitalization, medical and
surgical insurance, and accident and health Insurance
coupled with pension plans, all of which are paid wholly
or partly by the company, relieve employees of certain
worries and assure more security. Paid vacations, rest
periods, and illness allowances are generally recognized
as being necessary for effective personnel management.
Cafeterias, pleasant working conditions, educational pro-
grams, recreational facilities and programs, employee
publications and organizations, and music while working
also have been recognized by many as being Important con-
tributing factors to employee morale.
The use of wages as production incentives should
be considered as an integral part of the larger problem of
1. MacNeal, R. E., "Effective Motivation," Proceedings 28th
Annual Conference
.
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Association 19^7
;
Rational Office Management
Association, (19^7)
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management. Employee productivity depends as much upon
facilities, materials, methods, training, working condi-
tions, and other factors under the control of management
as upon employee effort. The successful use of wage incen-
tives requires that these factors be treated together with
the other forces that influence the workers' desire to
1
produce
,
Wage incentives, in a well rounded program, are
an integral part of management and not a substitute for it.
Actually the more precise the incentive application is,
the more highly developed management must be to handle it.
Comprehensive incentive installations tend to create new
management difficulties as do other advances in management
technique, but at the same time, they also make a higher
degree of management possible. If the Incentive program
is used by an understanding management that realizes its
responsibilities, and recognizes it as being only one of
the factors that influence the efforts of employees, it
can be effectively joined with the other forces to affect
worker effort. Mr. Elliott Dunlap Smith said in reference
to this problem, "The character of an incentive and of
what it conduces to depends less upon its form than upon
1. Smith, Elliott D., "Compensation and Incentives," Hand-
book of Business Adminis tration (McGraw-Hill,
1931), P. 1167
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the character and purpose of the organization of which it
1
is an element."
1. Smith, Elliott D., "Compensation and Incentives," Hand-
book of Business Admlnls tratlon (McGraw-Hill,
1931), p. 1168
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